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Two types of directors’ 
rooms designed by 
Holmes & Winslow, 
bank architects, New 
York. The illustration 
on the left shows the 
trustees’ room of the 
Home Savings Bank, 
White Plains, N. Y. 
Below is the board 
room of a New York 
City bank. 











The Perfect 
COLD STORAGE 


for Your Furs 


Our charges cover loss by fire, moth or 
theft, also include a thorough cleaning of 
the furs when received, and a REDRESS- 
ING and GLAZING before delivery. 


RATES 


Value up to $700.00 . . . 3 percent. 
Value $700.00 to $5000.00 . 2 per cent. 


Special rates on furs of high value. 


Furs may be sent by express insured, 
charges collect, or will be called for in the 
city. 


C. C. SHAYNE & CO. 


STRICTLY RELIABLE FURS 


126 WEST 42nd STREET 
NEW YORK 
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Editorial Comment 


THE DANGERS OF DISARMAMENT 


been proceeding for some time look- 

ing to a conference on further dis- 
armament supplemental to that agreed 
on at the Washington Conference. Great 
Britain and Japan have expressed their 
willingness to enter into fresh negotia- 
tions with the United States on the sub- 
ject. France and Italy have looked cold- 
ly on the proposal. 

There are several grounds upon which 
a movement looking toward further dis- 
armament may rest. In the first place, 
there is the belief, held by many, that 
the armament race is of itself a provoca- 
tive of war; secondly, there is the burden 
of expense which increasing armament 
entails; and, finally, it may be held that 
a diminution of present armaments would 
be an indication to the world, not only 
of a desire for peace, but a belief that 
peace could be assured through disarma- 
ment. 

There are differing views about some 
of these matters. Few would question 
the desirability of relief from the expense 
which heavy armaments call for, al- 
though it is not clear that this is not 
an entirely justifiable and necessary out- 
lay for insurance purposes. The other 
phases of the subject may be, for the 
moment, dismissed as controversial in 
their nature. 

But there is a phase of the present 
proposal for further disarmament on the 
part of Great Britain, Japan and the 
United States that should be carefully 
weighed. 

It is pertinent to inquire at the outset 
whether these Powers are considering 
disarmament because of their mutual 
distrust of one another. Is there a prob- 
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ability of conflict between any one of 
these countries, or a combination of any 
two of them against the other? The 
United States, in proposing a disarma- 
ment conference, can hardly be taking 
counsel of its fears. Possibility of a con- 
flict with Great Britain is remote; and 
there seems no solid ground for believ- 
ing that this country, by itself or in com- 
bination with Great Britain, will make 
war on Japan. A combination of Japan 
and Great Britain, for the purpose of 
making war on the United States, seems 
equally remote. That Japan alone will 
attack the United States is inconceivable. 

It is realized, of course, that predic- 
tions of this sort are always risky. In- 
ternational passions sometimes flame up 
suddenly and upset all calculations. But 
the present relations between the three 
Powers named appear to justify the be- 
lief that they will remain at peace in- 
definitely. In fact, just now they are 
leagued together in an attempt to pro- 
tect their interests in a disturbed quar- 
ter of the world. 

With the present international line-up, 
it seems probable that for some time to 
come it may be the special mission of 
Great Britain, the United States and 
Japan to stand together in behalf of 
world peace. If the discordant elements 
in the world were less unruly, these 
Powers might exercise the duties of their 
role by moral suasion; but, unfortunate- 
ly, the situation will not in all cases 
yield to sweet reasonableness. The 
power of these nations to exert a stabil- 
izing influence over the troubled affairs 
of the world will decline with the abate- 
ment of their military and naval equip- 
ment. So long as this is true, the wisdom 
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of further disarmament on the part of 
Japan, the United States and Great 
Britain is exceedingly doubtful. Indeed, 
by weakening their power to help in en- 
forcing order throughout the world, 
they would invite depredation by the 
enemies of civilization. Such a course is 
therefore beset by serious danger. 

The statesmen of these three great 
Powers should therefore act with great 
caution before they take steps that would 
tend to place them in a situation where 
they could no longer act effectively as 
world peacemakers, nor protect the in- 
terest of their own nationals rightfully 
domiciled in foreign lands, and that 
might be construed as an incitement to 
the disorderly to work their mischievous 
ends. 

In the absence of that moral disarm- 
ament which must precede any safe 
abandonment of physical armament, for 
the United States further to weaken its 
army or navy would be an exceedingly 
perilous step. A vigilant public opinion 
will prevent its being taken. 


REVIVAL OF THE DEBT 
CONTROVERSY 


ELL-MEANING college men 

\ x / are responsible for a revival of 

the Allied debt controversy. 
Their views have called forth a sharp 
rejoinder from Secretary Mellon. With- 
out rehearsing the statements made on 
either side, it must be apparent to the 
unprejudiced who have read both sides 
that the Secretary of the Treasury has 
the better of the argument. 

But aside from this, one phase of the 
Secretary's letter to President Hibben of 
Princeton deserves notice. Mr. Mellon 
deplores the fact that the views of the 
college men looking to a modification of 
the terms of settlement of the debts were 
put forth at a time when the Treasury 
was conducting delicate negotiations 
with the French Government. The ten- 
dency of this course would be to raise 
the hope in the French mind that Amer- 


ican public opinion would sanction more 
lenient terms than the Secretary offered, 
Obviously, this hope has no basis, and 
those who encourage it are rendering no 
good service to France. 

This incident brings forward a matter 
of much interest at the present time, 
when the foreign relations of the United 
States with Nicaragua, Mexico and 
China are much disturbed. Has the 
average citizen a right and a duty to ex- 
press himself freely in regard to our for- 
eign relations at such a juncture? Or 
should he, for fear of embarrassing the 
Government, keep silent at such times? 

The contention is put forth that the 
Government is acting in the light of full 
information, and therefore its judgment 
must be superior to that of the man in 
the street. Looking back over the for- 
eign policy of the United States in recent 
years, some events stand out that tend 
to weaken one’s faith in the infallibility 
of those charged with the conduct of 
our foreign affairs. 

In a country such as ours, where pub- 
lic opinion plays so large a part in the 
management of public affairs, it is highly 
desirable that this opinion should be 
well-informed. Never was there a time 
in the history of the United States when 
it was more necessary than now that the 
people of the country should take an 
active interest in the foreign policy of 
the Government. In order that the 
public may exercise a wise and helpful 
influence in shaping our foreign relations, 
it is essential that these relations should 
be carefully studied in all their bearings. 
Having thus prepared himself, the citizen 
is fully warranted in the belief that it is 
both his right and duty to make such 
well-considered and timely expression of 
his views-as will tend to assist the Gov 
ernment in pursuing a correct policy. It 
is especially desirable that such expres 
sion of opinion be timely and help 
ful. Because the college professors lost 
sight of this fact, apparently, Secretary 
Mellon displayed what must be consid- 
ered, under the circumstances, as a justi’ 
fiable indignation in replying to them. 
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To use a homely expression, they “butted 
in” at a time and in a manner that mere- 
ly tended to muddle a situation already 
suficiently difficult. They did not 
clarify the waters, but muddied them. 
But it is not only the citizen who has 
thus offended.. The opposition to the 
foreign policies of the Government by 
present and past chairmen of the Foreign 
Relations Committee of the Senate have 
seemed, on more than one occasion, cap- 
tious and unreasonable. The results have 
been far from happy. Members of the 
Senate and House, and citizens as well, 
have liberty to express themselves, 
however much they may differ from the 
Administration. But this opposition 
should rest on better grounds than those 
of mere political and personal antag- 
on'sm to the President. It could be 
wished that party politics might not be 
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Andrew W. Mellon, Secretary of the 
Treasury (left), with his new assist- 
ant secretary, Ogden Mills of New 
York, photographed just outside the 
Capitol in Washington, D. C., just 
after Mr. Mills had been sworn into 
fice. Mr. Mills was the Republican 
candidate for governor of New York 


last fall 


allowed to shape our foreign relations, 
and that there might be substantial 
unanimity of opinion as to an American 
policy in formulating our relations to- 
ward other countries. 

There is one thing about which there 
should be no difference of opinion what- 
ever, and that is that wherever Ameri- 
can citizens and American property may 
lawfully be, the full power of the Gov- 
ernment should be exerted for their pro- 
tection. 


THE TIES THAT BIND AMERICA 
TO EUROPE 


UCH is being made in these days 
M of comparatively trifling differ- 

ences existing, or supposed to 
exist, between the United States of 
America and Europe. It may therefore, 
serve a useful purpose to consider how 
closely bound up together are these two 
parts of the world. 

Whether the discoverers of America 
were the hardy Norsemen or Christopher 
Columbus, and whether the latter first 
saw the light at Genoa or in Spain, this 
part of the Western Hemisphere was 
first made known to the world by some- 
one from Europe. This is true although 
long before these discoveries took place 
voyagers from Asia may have pene- 
trated these shores and set up a civiliza- 
tion which may have perished or sur- 
vived in the crude form represented by 
the aborigines. There can be no doubt 
of the obligation which America owes 
to Spain and Italy for the discovery and 
early settlement of the country. 

Following these discoveries and early 
settlers came the English, the Dutch and 
the French, imposing their languages, 
customs and laws upon various parts 
of the country and gaining territorial 
rights. Finally, and chiefly as a result of 
European wars, the English obtained the 
mastery of the larger part of the coun- 
try, and made of America an English 
colony, in which situation the country 
remained until the War of Independence 
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established the United States of America. 
Before or since that event the national 
stock has received contributions, in ad- 
dition to the sources already named, from 
Scandinavia, Germany, Italy and several 
other European countries. In fact, ex- 
cepting the aborigines and the colored 
population and those who have come 
from Japan and China, practically all 
the present inhabitants of America are 
of European antecedents. 

This constitutes a fact of tremendous 
importance, and one that tends to be- 
come obscured by the cultivation of a 
morbid spirit of nationalism. The 
American who brags of his Americanism, 
and who berates the “effete” civilizations 
of Europe, conveniently forgets by how 
few generations he himself is removed 
from those civilizations he so loudly 
condemns. 

Opinion would be substantially unan- 
imous to the effect that the strongest ele- 
ments in building up America have thus 
far been contributed by the countries of 
Northern Europe—the United Kingdom, 
Germany and Scandinavia. Immigration 
from other lands in large volume has 
been more recent, and it is yet too soon 
to attempt an appraisal of the contribu- 
tions to be made by these later-comers. 
That some of them have already dis- 
played high qualities of citizenship is 
quite evident. 

In a few sections of the country 
Spanish and French languages and laws 
still persist to some extent, but the Eng- 
lish language and institutions are pre- 
dominant. This is true although the 
language spoken is not in all respects that 
of England, nor is our system of govern- 
ment based upon the English model. But 
we read the same language, and our 
Government, like that of England, rests 
upon the popular will. 

These ties are counsellors that should 
feelingly persuade us what we are—off- 
shoots of European stocks. 

But we are bound to Europe not only 
by the ties of race, language and institu- 
tions, but by the most practical of in- 
cerests—those of finance and trade. Our 


— 


Secretary of the Treasury not long ago 
took occasion to say that “Europe is our 
best customer.” We also have immense 
sums loaned to that quarter of the world, 
These ties may lack the sentiment at- 
taching to others that have been men- 
tioned, but they are nevertheless very 
strong. 

It is said that some 500,000 Ameri- 
cans are expected to visit Europe this 
year. Among this throng there must be 
many who have the disposition and the 
capacity to observe and study conditions 
on the other side of the Atlantic, and 
faithfully to interpret what they see and 
learn to those who remain at home. 


MAKING USE OF PROSPERITY 


the uses of adversity are sweet. Here 

in America, for the time being, we 
are wrestling with the uses of prosperity. 
What shall we as a nation do with our 
suddenly-acquired wealth? The question 
is put in this form for the reason that 
few individuals would admit that the 
matter bothers them very much. Prob- 
ably Professor T. N. Carver of Harvard, 
who has recently discussed this subjec 
very interestingly in the New York 
Times, is not greatly worried personally 
as to what to do with his money. 

But if we consult the large expendi- 
tures the people are making for foolish 
purposes, or for things actually harmful, 
it will be seen that this question is really 
one of serious import. 

The individual who suddeniy becom:s 
rich is pretty apt to make a spectacle of 
himself. Lacking the discipline incident 
to the slow acquirement of weaith 
through his own efforts, he is without 
that sense of the value of money which 
operates as a restraining power in its ex- 
penditure. The same thing happens 
when a nation suddenly becomes rich, 
and for the same reason. 

It is not to be wondered at that this 
should be so. How can we expect wise 
expenditures from those who have had 


|’ was declared by Shakespeare that 
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so little experience in spending money? 
Volumes have been published teaching 
people how to save, but there is a dearth 
of instruction about the wise use of 
money. Clearly, lacking the latte qual- 
ification, the amassing of money may 
turn out a curse instead of a blessing. 
People spend large sums for tawdry 
goods, for silly amusements, chewing 
gum and cigarettes, because they have 
not acquired the taste for better things 
Cities make vast outiays on grotesque 
architecture for precisely the - same 
reason. 

Professor Carver tells us that as a peo- 
ple we have had the rugged qualities 
developed by a conflict with the hard- 
ships incident to the conquests of a new 
land, but that we lack the knowledge 
of how to make a wise use of large 
wealth. He convincingly shows that we 
are now spending vast sums foolishly and 
harmfully, and warns us that we must 
learn a better use for wealth if we are 
to escape disaster. Education of the 
right kind, made as nearly universal as 
possible, is the only effectual remedy. 

Prosperity is welcome for the satis- 
faction it has brought in the shape of 
better food, clothing and shelter for the 
masses of mankind, nor can there be 
just ground of complaint because mil- 
lions heretofore without amusements or 
music have had brought into their lives 
the illumination of the motion picture 
and the radio. It is only in the per- 
sistence of these amusements and triv- 
ialities to an extent disproprotionate to 
their rightful place in our national life 
that constitutes a real source of danger, 
and doubtless it was this warning which 
Professor Carver intended to convey. 


THE ROMAN LOAN 


ORE than ordinary interest at- 
M taches to the recent floating in 
New York of a $30,000,000 
loan to the City of Rome, Italy. In- 
cidentally, it may be remarked that the 


popularity of the loan, as indicated by 


the premium immediately reached above 
the issue price, would seein to warrant 
the conclusion that the offer might have 
been made on terms more favorable to 
the borrowers. The rate was 614 per 
cent., but at the issue price the yield was 
above 7 per cent. This is a good re- 
turn, and that it was attractive to in- 
vestors is shown by the oversubscription 
and the premium immediately quoted on 
the new loan. 

That New York, in its fourth century 
of existence, should be lending to Rome, 
whose history reaches back almost to 
the dawn of civilization, constitutes a 
remarkable incident in the financial hap- 
penings of the day. And perhaps the 
most striking thing is not that New 
York made the loan, but that the City 
of Rome still exists, and has its face 
turned to the future rather than to the 
past. 

Visitors to the City of the Seven Hills 
will agree that, despite its unsurpassed 
archaeological interest, some modern 
improvements are needed, and no doubt 
the proceeds of the recent loan will be 
devoted to this purpose. With the pres- 
ent vigorous rule in Italy, it may be 
expected that this historic city will grad- 
ually have much of its former splendor 
restored. The work of rescuing and 
preserving the ancient ruins in itself 
calls for no inconsiderable expenditure, 
but this work is of the utmost impor- 
tance and value to students of history 
and architecture—a fact well under- 
stood by the Italian Government. In 
addition to this outlay, there are insis- 
tent demands for funds to meet the 
requirements of a large and growing 
city whose population has an increasing 
liking for modern improvements. 


TEMPTATIONS OF A GOVERN- 
MENT SURPLUS 


UCH satisfaction is manifested 
by the Government because of 
a prospective surplus in excess 
of $500,000,000, but the probability that 
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this huge sum may be a temptation for 
Congress to embark on unwise schemes 
may somewhat temper this satisfaction. 
Could it be reasonably expected that 
subsequent years would produce equally 
plethoric revenues, it would be the ob- 
vious duty of Congress to remit a large 
part of present taxes, and thus relieve 
the business of the country of that much 
of a burden. But a decided falling off 
in business might greatly reduce the 
Government revenues, and thus embar- 
rass the Treasury in carrying out its 
policy of a steady and fairly rapid re- 
duction of outstanding indebtedness. 

No doubt the big surplus will prove 
a strong temptation to Congress to in- 
crease appropriations quite liberally and 
to embark on schemes ot doubtful pro- 
priety. There are large and rather 
noisy elements insistent upon the exten- 
sion of Government activities by the 
creation of new departments at Wash- 
ington. Instead of mu!t plying public 
bureaus, the probability is that several 
of those now in existence could be lopped 
off without any loss except to those who 
are now drawing salaries from them. 
Probably a committee of qualified bus- 
iness men could find on investigating 
some of the departments at Washington 
that some overlapping burzaus could be 
advantageously consolidated, and even 
that some of the departments ought to 
be abolished. 

But the surplus will give rise to other 
temptations than the multiplication of 
departments, bureaus and officials. The 
thought that there is plenty of money 
on hand will stimulate legislation like 
the McNary-Haugen Bill. With abun- 
dance of money, why not appropriate 
liberally to relieve the distress of 
various classes in the community? Price 
stabilization is now a popular slogan, but 
if the real aims of many ot the loudest 
proponents of such a policy were ex- 
amined it would be found that what they 
want is a grant of public funds, or a 
use of the Federal Reserve Banks, for 
the purpose of raising the prices of the 
things these agitators have to sell. 


It is fortunate that the Treasury jis 
in a comfortable’ position, but it would 
prove unfortunate if the surplus should 
render acceptable expedients that are 
in themselves unwise and dangerous. 


UNPROFITABLE BANKING 


HERE has been so much pub 
licity given in recent years to 
the gratuitous services which 
banks render to their depositors that it 
is not surprising that a bank has come 
to represent in the public mind a sort of 
eleemosynary institution designed to 
bear the burdens of the impecunious. 
For this situation the banks themselves 
are largely to blame. They have held 
out alluring inducements to all and sun- 
dry to come and partake of their free 
services—an invitation of which the peo- 
ple have been prompt in availing them- 
selves. The result is that the banks now 
find that they have many accounts that 
fail to show a profit. Where people 
have been induced to become depositors, 
without regard to whether their accounts 
were worth having or not, the banks now 
experience considerable difficulty in ex- 
plaining the situation. They are under 
the necessity of correcting an evil origin: 
ating in an undue desire for new bus 
iness and a large number of depositors 
without having paid sufficient a:t:ntion 
to the character of the business o’y-ained. 
It is a delicate matter to tell a deposito: 
that his account is no longer wanted, and 
esjecially so when he has been impor: 
tuned by seductive publicity to put his 
money in the Blank National Bank. 

Perhaps the proper method of getting 
around that difficulty is by publicity of 
another sort, whose objet will be to 
explain to depositors why banks can no 
more furnish them free service than the 
merchants can sell goods at a loss. 

The small checking account has been 
encouraged in the belief that many of 
such accounts would grow int» large 
ones. This expectation has apparently 
failed so often that banks are now he’ 
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ginning to realize that the place for the 
small account is the savings bank, and 
that it would be wiser to wait until the 
embryo business man has at least meas- 
urably established himself before solicit- 
ing his checking account. 

But all the burden of unprofitable 
banking should not be placed upon the 
shoulders of the small depositor, for it 
happens quite often that the depositor 
with a large balance demands free serv- 
ice from his bank to which he has no 
valid claim. 


PASSING OF THE LATIN UNION 


NE effect of the Great War was 

() the breaking up of the Latin 
Union, formed 

The original 


in December, 


1865. members were 


France, Belgium, Italy and Switzerland, 
Greece becoming a member in 1868. It 
adopted a common decimal coinage sys- 
tem, whose basis was the French franc, 
having an equivalent value of 19.3 cents 


in American currency. These countries 
agreed to accept without distinction, and 
to use interchangeably, gold coins not 
reduced more than 1% per cent. in 
weight by natural abrasion. There was 
also a conditional interchangeability of 
five franc silver pieces. The unit of 
value was the same among the various 
members of the Union, but the names 
of the units of the coinage differed. Al- 
though not joining the Union, its sys- 
tem was adopted by Spain, Finland, 
Roumania, Bulgaria, Serbia and Ven- 
ezuela. 

The dislocation of monetary values 
caused by the Great War destroyed the 
international interchangeability of the 
coins of the members of the Union, and 
their actual value no longer corresponds 
to what it was originally. Formerly, these 
coins were approximately valued at 
twenty cents in American currency, and 
in some countries where the gold stand- 
ard has been maintained (as in Switzer- 
land) this value is still maintained, and 
in Spain the variation has been compara- 


tively slight. But in France, Italy, and 
several other countries, the franc, lira, 
etc,. have dropped far below their former 
gold value. 

The fact that these coins circulated so 
long at parity among the countries 
adopting the system gave to those coun- 
tries a form of international currency 
which was of great convenience. Now 
their respective currencies have been 
nationalized, and the former parity, 
except as already noted, has disappeared. 

This experience indicates that, in times 
of peace, it is practicable to have, at 
least on a limited scale, an international 
currency, whose value breaks down, 
however, in the face of a calamity so 
great as the World War. Conceivably, 
should the League of Nations ever func: 
tion effectively, this difficulty might be 
avoided, and international currency of 
uniform and permanent value be 


established. 
GUARANTY TRUST STATEMENT 


THE condensed statement of condition 
of the Guaranty Trust Company of New 
York as of March 23, 1927, shows de- 
posits of $554,540,886, surplus and un- 
divided profits of $26,854,667, and total 
resources of $686,308,373. As com- 
pared with the company’s statement of 
a year ago, deposits show an increase of 
$67,541,406, surplus and undivided 
profits an increase of $4,266,509, and 
total resources an increase of $87,- 
493,343. 

The Guaranty’s present statement 
does not show the addition of $5,000,000 
to capital stock and $5,000,000 to sur- 
plus that has been approved by the di- 
rectors and stockholders of the company, 
stock for which was issued April 11, 
1927. The capital now stands at $25,- 
000,000; surplus fund $25,000,000, and 
undivided profits $1,854,667, $5,000,- 
000 having been transferred from un- 
divided profits to surplus on February 
23. With the increase in capital stock, 
capital will be $30,000,000, and surplus 
fund $30,000,000. 
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ON BUILDING A LIBRARY 


By RICHARD 


N this subject much has been 
() written, but chiefly by literary 

men addressed to would-be 
scholars. The business man has a some- 
what different problem and a selection 
of the world’s best hundred books does 
not always solve it. To invest in a cer- 
tain shelf-full occupying so many feet 
and start off with Aristophanes because 
he happens to begin with the letter “A” 
is only a discouragement. What he needs 
is a selection which will “tie in” with his 
daily life and help him either as an aid 
to his business or as a relaxation. 

The amount of “book-learning” that 
a man must have to carry on a conversa- 
tion is really very small. A sufficient 
number of facts, aided by the common 
sense and judgment that business incul- 
cates and, of course, an understanding of 
the rules that govern the ordinary use of 
language, is all that is needed. He is not 
expected, although certain exploited 
books suggest the contrary, to adorn his 
remarks with flowery quotations or bril- 
liant excerpts from the great writers. A 
business man who quoted four or five 
of such within a few minutes would be 
considered a bore and shunned by his 
fellows. It savors of the pedantic. In 
fact, it is pedantic. 

The really valuable contributions to 
the banker’s or business man’s stock are 
the newspapers and magazines and the 
talks he may have with his associates. 
Facts are thus absorbed which he in turn 
passes on to others. Eli Perkins used to 
say, but wrongly, that a man should 
listen to another talk and say nothing, 
then he would know all he originally 
knew and what the other fellow knew 
also. The expression of ideas makes for 
clearness and, if incorrect, provokes 
criticism. 
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If a man is a financier he will naturally 
be interested in reading along financial 
lines. His library will have a certain 
number of authorities. But many books 
on financial subjects rapidly become obso- 
lete. New facts and new theories con- 
stantly arise and, except historically, the 
older books are soon supplanted. It is 
to be hoped that more clearness will also 
develop, for even now too many articles 
on finance are written ponderously and 
are tedious from beginning to end. 

A good encyclopedia is essential, even 
if seldom used, for when a question does 
arise it is well to have it answered at 
once. And many of the articles, written 
as a rule by specialists, are good reading. 

From then on, the question of books 
will be largely one of taste. One banker 
reads Elizabethan poetry and still re- 
mains a good banker. The current novels 
may not be worth much but many are 
interesting and the writer has noticed 
a tendency toward the reading of 
romances such as those by Farnol and 
especially of detective stories by bankers. 
They solve difficult problems during the 
day and such books strike a sympathetic 
chord. To go further and add the clas 
sics is to stray into the realm of scholar- 
ship into which few bankers or business 
men enter. As riches come, they may 
adorn their homes with beautiful sets, 
for books have a high decorative value, 
but most of them of this type will be 
doomed to remain uncut. 

Lastly there are many thoughtful 
books, small in compass like Bertrand 
Russell’s What I Believe or larger, such 
as Durant’s History of Philosophy, that 
can add immeasurably to a man’s stature 
and help him to appreciate in greater 
measure the great realities among which 
mankind exists. 
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WILL THE MCFADDEN ACT ENCOURAGE 
NON-COMMERCIAL LOANS? 


By E. A. 


HE annual report of the Federal 
Reserve Board carries an account 
of the recent course of national 
banking under laws as they were. The 
report is published concurrently with 
the President’s signature of the McFad- 
den bill, which might not have passed 
if the report had been published sooner. 

Concurrently with these events of 
unusual importance to reserve and na- 
tional bankers there are reported daily 
bank failures under state banking laws. 
In one recent day there were seven bank 
failures due to causes such as the Federal 
Reserve Board remarks as previously 
operative within the reserve system, and 
which may be expected to be more harm- 
ful in the future, if national bankers 
should avail themselves of their privi- 
leges under the McFadden law to seek 
profits comparable with the greater 
profits of banks under state laws. No 
complete picture of the entire banking 
position can omit any of these factors. 

The Federal Reserve Board reports 
that in 1926 there were 956 bank fail- 
ures with almost $285,000,000 deposits, 
compared with 612 suspensions and 
$175,000,000 deposits in 1925, and 775 
suspensions with $215,000,000 deposits 
in 1924. A dozen agricultural states 
contributed four-fifths of these failures 
at a time when the country in general 
was prospering. Even individual farm- 
ers are bettering their condition while 
the sort of banking which the farmers 
favor is making a record so unfavorable 
in comparison with other banks in whose 
favor the McFadden law relaxes restric- 
tions on profit seeking. 

Of the 1926 failures, 796 were “non- 
member” banks. For each failure of a 
member bank, including all national 
banks, there were five failures of other 
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or state banks. In this case the banks 
lent, and the farmers borrowed, “until it 
hurt.” The chief cause of the failures 
of these banks was the non-liquid nature 
of the farmers’ collateral. Neither farms 
nor crops will enable banks to pay cash 
on demand, and the banks which the 
farmers blame for lending too little now 
find themselves either bankrupt or farm- 
ing their collateral. 

The point is important because the 
Federal Reserve Board remarks a gen- 
eral tendency of our banking assets to 
deteriorate in a similar manner. Since 
1915 the board says that member bank 
investments have increased from $2,068,- 
000,000 to $5,842,000,000. At the 
same time loans on securities also in- 
creased rapidly, and loans on real estate 
rose from $150,000,000 to $725,000,000. 
These increases were so disproportionate 
to other loan increases that, although 
the other loans also increased during our 
unprecedented period of expansion, they 
declined from 56 per cent. of all loans 
to 45 per cent. of all loans and invest- 
ments. 

CHANGE IN DEPOSITS 


Corresponding to this change in the 
character of the loans and investments 
there was a change in the character of 


the deposits. Since 1922, the board says, 
the proportion of time deposits has in- 
creased from 23 per cent. to 31 per cent 
This increase was made at the expense 
of paper eligible for rediscount. It can- 
not be said that the shrinkage has pro- 
duced any real scarcity as yet. The 
board says that the existing amount of 
rediscountable assets on June 30 last was 
$4,900,000,000, besides investments in 
$2,850,000,000 of United States obliga- 
tions. These two items, the board re- 
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marks with restraint, are “sufficient in the 
aggregate to meet all the demands likely 
to arise.” At no time during the recent 
expansion have the banks borrowed’ a 
tithe of their potential rediscounts. With 
nine-tenths margin in reserve there is 
no occasion to view with alarm the 
progress of the banks toward becoming 
investment institutions in general, and 
first aids to the Treasury in particular, 
instead of providers of funds for “agri- 
cultural, industrial, or commercial pur- 
poses,” in the words of the Federal Re- 
serve Act. 

But it is common prudence to remark 
that the McFadden law authorizes na- 
tional banks to make real estate loans 
estimated at $3,000,000,000, and ex- 
tends the time limit to five years for 
loans on land other than farms. This 
class of excellent business is for the first 
time opened to national banks in cen- 
tral reserve cities. No doubt some 
mortgages are both safer and more liquid 
than some commercial paper, and banks 
are increasing their resources faster than 


the supply of paper eligible for redis- 


count increases. At such times the 
temptation toward locking up assets in 
slow descriptions which are not self 
liquidating is strong. It is good business, 
but not peculiarly fit to be done by banks 
which keep the nation’s reserves. There 
ought to be banks for every purpose, but 
it is not ideal to authorize all banks to 
do all business any bank should do. 
There are objections to excess of credit 
as well as to deficiency of credit, and 
that is even more true of commercial 
banks than of farmers’ banks. Both are 
sensitive to seasonal variations, but the 
commercial banks are more subject to 
trade cycles. Bonds and mortgages may 
be perfectly good and yet be useless for 
quick liquidation in order to build up 
reserves. They are not eligible for re- 
discount and the markets for them are 
worst in time of greatest need. It was 
as painful and costly for the commercial 
banks to liquidate inventories as for the 
farmer banks to liquidate farms and 


crops. It is inopportune to encourage 


——. 


commercial banks to invade the invest- 
ment market at a time when the tendency 
was so strong as to be remarked by the 
board. The farmers’ appeal for aid is re- 
flected in the McFadden law’s increase of 
the limit on loans on pledge of staples and 
live stock to 50 per cent. of a bank's 
capital and surplus. The increase in 
the limit, however, is accompanied bya 
requirement for increase of the margin 
required, and by a restriction of the 
term of the loan to ten months. 


CHANGES BY MCFADDEN LAW 


The chief changes by the McFadden 
law, therefore, appear to be to enable 
the banks to make more profits by lend- 
ing more money to uncommercial bor- 
rowers. When a bank buys the bonds 
of a corporation, instead of discounting 
its paper issued for the purpose of pro- 
ducing or selling goods, there is a con- 
fusion or mingling of the capital and 
credit markets which wars with the 
fundamental principle of the reserve 
act. The national banks are generously 
rewarded in profits and in the prestige 
of membership in a system which re- 
duces the requirement of reserves, and 
which promises relief in times of stress 
by the rediscount right. 

Nevertheless the national banks are so 
envious to the larger profits of state 
systems that some leave the Federal Re- 
serve System, and others threaten to. It 
is undesirable that the system should 
thus be weakened either by desertions, 
or by relaxation of banking principles 
designed for the public benefit, and giv 
ing the national banks a claim to credit 
for patriotic as well as profitable service 
They are seeking greater profits and 
privileges at the very time that they are 
regarded as agents of the money power 
and monoplies that should be curbed, 
in order that the industrial East may 
not prey upon the agricultural West. 

It is so difficult to withstand this preju- 
dice that it is worth while to call the at: 
tention of those who feel rather than 
think that way, to their misadventures 
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under their own preferred methods of 
banking. Instead of making banking safe 
and useful to commerce by the quality of 
management and assets no fewer than 
eight states offered a premium on had 
banking by guaranteeing deposits. Not 
one of these states has redeemed its guar- 
anty at face value. Most of the systems 
are insolvent, especially the one which 
was bankrupt before the failure of seven 
banks in a single day, concurrently with 
the enactment of the McFadden law. 
A volume could be filled with the details 
of these failures to shift losses by bad 
banking to those who ought not to bear 
them, but the present purpose is only 
to call attention to the danger of con- 
cessions to those sections of the country 
and of opinion which suffer from bad 
banking, and which are seeking to im- 
pose their ideas on the nation. 

In the Congress which passed the 
McFadden law there was a bill to divert 
the Federal Reserve earnings into a de- 
posit insurance fund. Another bill pro- 
posed to appropriate $10,000,000 to 
start a deposit insurance fund to be ad- 
ministered by the Comptroller of the 
Currency. It was argued that the losses 
would be so small that the fund could 
be reimbursed to the Treasury from the 
premiums earned. More than one Fed- 
eral Attorney General has advised that 
deposit insurance is not unlawful, and a 
Comptroller of the Currency has pre- 


pared and officially recommended a bill 
for that purpose. Even Senator Owen's 
name has been associated with this de- 
posit guaranty idea, although it was 
dropped from the original form of the 
Federal Reserve law when it was 
stronger than now. 

Friends of deposit guaranty were 
among those who sought to forbid 
branch banking by Federal law, even in 
states which might legalize it, and they 
succeeded in limiting branch banking to 
167 cities. That limits its usefulness to 
farmers, who cannot see that branch 
banking did not hurt them as their unit 
banks did, and might serve them better. 
The preference for “American” neigh- 
borhood banks over national banks is so 
strong that it was no small feat to pre- 
vail over it so far as to extend indefi- 
nitely the expiring charters of the Fed- 
eral Reserve and national banks. Stand- 
ing alone that might have been de- 
feated, but its inclusion in the bill off- 
sets some of its breaches of banking 
principle. The approval of the bill by 
Secretary Mellon, and its signature by 
President Coolidge certify that the bill 
is not so bad as it might be. Even if it 
is not so good as might be wished by 
orthodox banking purists, it is good 
enough to justify condoning its defects, 
which may be lessened in practice, since 
they are permissive and not mandatory. 


ASSET ITEMS ON LIFE’S BALANCE SHEET 
I: business, it is assets which make 


up the value of a concern. Life as- 

sets govern the value of a man. There 
is something mysterious about life assets. 
Those who have acquired them delight 
in trying to tell others how to get them 
and never quite succeed. Yet life as 
sets are much the same the world over, 
it appears from the January issue of the 
(British) Journal of the Institute of 
Bankers, wherein Sir John Ferguson, 
president of the institute, addressed “A 
Few Words of Friendly Counsel to the 


Younger Members of the Institute.” Like 
business assets, life assets are easy tc 
know but hard to get possession of. 

“It must be acknowledged,” said Sir 
John, “that the question of promotion 
is always a vexed one.” Can all bank 
clerks become officers? “It is only 
natural that young men should wish to 
rise rapidly in their profession, but I 
cannot at the moment call to mind a 
single instance of a man in a bank who 
achieved position of first rank—and held 
it with credit to himself—who did not 
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toil a good many years for that position, 
or, in other words, ‘went through the 
mill."** Not all have the patience to 
do this, and therein lies the answer to 
the question. 

Ambition, prerequisite to advance- 
ment, he said, is not merely the feeble 
wish for a higher position. “Ambition 
is often cruel. It fixes the mind on a 
distant horizon—always the horizon. It 
lures men on and on, and though wealth 
or fame or power be reached, the horizon 
is always ahead, and they must follow. 
Ambition calls young men to leave their 
homes—with all that home implies. . .” 

Ambition, then, in life corresponds 
to the desire for profits in a business. It 
is the necessary incentive. Given the 
incentive, what assets are necessary? 

Well, first of all, there must be char- 


acter. “If you are determined to get 


on in any profession or walk of life,” 
said Sir John, “character is indispen- 
sable, you must have it; it is not optional, 
it is greater even than intelligence, and 
youth will never acquire a more valuable 


possession; the man or woman who 
scoffs at it is nothing more or less than 
a moral tramp. . . . Character is power, 
and in your business life you will find 
that character is also capital. 

“IT would also commend to your care- 
ful study important questions of the day 
affecting our Empire, all of which are 
discussed in the daily press. It is your 
duty to keep yourselves conversant with 
all these matters. A first-class news’ 
paper is just as indispensable to modern 
life as our universities and public 
schools. Properly conducted it com- 
mands both.admiration and respect and 
gets them. . . We have many absorbing 
financial and economic problems, and 
those of you who have the greater part 
of your careers before you will do well 
to apply your minds to the discovery of 
a common-sense solution of them. 

But there are other excellences which 
are necessary to success, to which .. . I 
would direct your attention. 

“Foremost among these I would place 
assiduity. . To know how to work 
and to wait is in my opinion the whole 


ee 


secret of success. There have been 
thousands of failures because men did 
not know how to wait and qualify, 
Human nature is ennobled and strength- 
ened by strong endeavors long continued, 
and men and women take dignity and 
power and honor by bending all their 
energies to a task taking long to 
ae 


WORK AND WAIT 


“Let me here give just one word of 
caution: there must be no change of 
occupation if you have mapped out a 
particular career for yourself, no turning 
aside, no dreaming, no seizing an im 
mediate small increase of salary if it 
takes you off the line; one purpose only, 
that is, ‘I intend to win the highest 
position my profession has to offer.’ 

. Cultivate tenacity, the conscious 
force of a persistent character. If you 
are determined to get on you must do 
as you would to get through a crowd 
to a gate all are equally anxious to reach. 
Hold your ground and push hard. 

“President Garfield, addressing a 
meeting of young men said: ‘To carry 
on the business of life you must have 
surplus power—to be fit for more than 
the work you are doing. Let everyone 
know you have a reserve in yourself, 
that you have more power than you are 
now using, for if you are not too large 
for the place you now occupy, you are 
too small for it.” .. . 

“Do not neglect the habilimental. A 
man’s personal appearance is a sure in 
dication of the state of his mind. If he 
is slovenly and untidy in appearance, 
ten to one he has an untidv and badly 
arranged mind. Correct dress is not 
simply a matter of appearance or of good 
breeding. It reflects the wearer's sense 
of dignity and there is something de: 
cidedly undignified and wrong in inap- 
propriate dress. You would be surprised 
how often a nicely dressed youth has 
caught the eye of the powers that be and, 
other things being equal. has got his 
foot a little in front of the line on that 
account. - 





‘d of 
re of 
ut a 
ning 
| im- 
if it 
only, 
chest 
ffer.” 
710us 
you 
t do 
‘owd 


-ach. 


arry 
have 
than 
yone 
self, 

are 


arge 


A MANAGER’S DUTY WHEN CONFRONTED 
BY A CLAIM AGAINST A SAFE DEPOSIT 
COMPANY 


By Epwarp J. PHELPS 


This is the second article in a series now running in THE BANKERS MAGAZINE covering 


various phases of the safe deposit business. 
Safe Deposit Company, Chicago. 


roughly, into two classes—the 

larger ones and the smaller ones. 
It ought to be understood from the out- 
set that the writer has largely in mind in 
this article managers of the larger safe 
deposit vaults. 

In the eventual disposition of a claim 
against a safe deposit company two in- 
dividuals play an exceedingly important 
part—the company’s manager and its 
attorney. 

After litigation against a safe deposit 
company, or a bank with a safe deposit 
adjunct, has been started, the outcome 
of the case depends upon a number of 
factors: 


S AFE deposit vaults may be divided, 


1. The way in which the attorney 
for the defendant prepares his case and 
tries it, and his knowledge of the law. 

2. The actual facts as brought out by 
the evidence. 

3. The interpretation of those facts 
by the judge who hears the case. 

4. If the case goes to a jury, the in- 
terpretation of the facts by the jury, in 
the light of the court's instructions. 


There is, however, an element, in 
dealing with claims against a safe deposit 
company or a bank with a safe deposit 
adjunct, which it is proposed to bring 
out in this article, namely: The ability 
of the manager of the safe deposit vault, 
himself, to cause claims to be withdrawn 
before litigation ever begins and, indeed, 
before the attention of the company’s 
attorney is ever drawn to them. 


The author is president of the Northern Trust 


The duty of the manager, when he is 
confronted with a claim, is to realize 
that the chances are ninety-nine out of 
a hundred that the claim is unsound, 
that there is some explanation of the 
alleged disappearance of property, 
which has not been brought out, and 
that it is the manager's duty to bring it 
out, if he can. A wise manager will by 
no means leap to the conclusion that the 
person making the claim is dishonest. 

As a matter of fact, the dishonest 
claims—the blackmailing claims—are 
about the easiest ones to dispose of, for 
the reason that, in the last deduction, the 
blackmailer will have to show where he 
obtained the property which is alleged 
to have disappeared and he will also 
have to show that his own private life 
and business methods are above re- 
proach. It may take the company some 
time to prove, by a preponderance of 
evidence, that the dishonest claimant’s 
character is such that his statements are 
not to be relied upon, but it usually can 
be proved, eventually. 

The hard claims to dispose of are 
the contentions made in perfectly ‘good 
faith by absolutely honest people of in- 
disputably good moral character in the 
communities in which they live and 
whose lives, from the beginning, have 
been clean and reputable. 


PROBLEM IN PSYCHOLOGY 


In dealing with these people, the 
manager must begin by realizing, not 
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that they are dishonest, but that they, 
or someone else, have done something 
with the property in question and for- 
gotten about it. He will start upon the 
principle that he is dealing with a prob- 
lem in psychology, and that his first duty, 
if he can do so, is to get the mind of 
the person making the claim into such 
a condition that it is not absolutely 
closed to the possibility of some theory 
other than that the safe deposit box has 
been robbed. A considerable number 
of cases will be cited here, all of which 
are absolutely authentic. Five of them 
were handled by various managers in 
Chicago, and the other four by managers 
in two other large cities. This explana- 
tion is made in order to free the writer 
from the possible charge of self-glorifica- 
tion. The cases will all go to prove that 
the efficient manager must not only be a 
fairly good psychologist but that he 
must also possess at least some of the 
rudimentary elements of being a good 
detective. The general principle can be 
stated as follows—he must apply his 


own practical knowledge of the safe 
deposit business to each case as it is pre- 
sented to him; and, if he does that ef- 
ficiently, he can dispose of many of the 
claims that are made, before they are 
brought to the attention of the attorney 
at all and before litigation has begun. 


LOST CERTIFICATE 


Case A. A woman who was the 
treasurer of a large religious denomina- 
tion went to a safe deposit box rented 
in her name, as treasurer. She was a 
careful woman because she took with 
her to the box, her own secretary. She 
removed from the box $25,000 in United 
States Certificates of Deposit—three for 
$5000 each and one for $10,000. She 
wrote on a piece of paper the amount 
and the number of each of these certifi- 
cates and signed it and had her secre- 
tary sign it. She left it in the box to 
show what had been done. She also 
wrote in a diary, which she carried, a 


copy of this memorandum and she and 
her secretary signed it. 

She then went upstairs to the bond 
department of the bank and sold these 
tour certificates to the bank, instruct 
ing. the bond department to place the 
proceeds of the sale in the checking ac- 
count which she carried in the bank, in 
her name, as treasurer. She was given 
by the bond department teller, who 
transacted this business, a memorandum 
of sale and a duplicate deposit slip; 
but when she reached the bond teller 
she stopped being careful. If she 
had been careful she would have ex- 
amined this memorandum of sale and 
this duplicate deposit slip, and would 
have discovered then and there that she 
was receiving credit not for $25,000 but 
for only $20,000. She would also have 
found out that one of the $5000 certifi- 
cates was not mentioned at all on the 
memorandum of sale. It was not until 
she came to balance her account with 
the bank for the month in question that 
she discovered that she was $5000 short. 

The matter was turned over, for in 
vestigation, to the manager of the safe 
deposit vault and the chief clerk of the 
bond department. Their reasoning ran 
about as follows: We believe this woman 
to be honest; we also believe the bond 
teller to be honest; we also believe that 
these four certificates, totaling in value 
$25,000, were removed from the box; 
but, we do not believe, from the evi- 
dence, that they ever reached the bond 
teller. Consequently, we are driven by 
the cold logic of the facts, to the conclu- 
sion that, somewhere, between the lock- 
ing of the box and the delivery of the 
certificates to the bond teller, the missing 
$5000 certificate got away somehow— 
somewhere. 

Consequently, they proceeded to as 
certain all, even the most insignificant, 
facts of just what had happened be- 
tween the time the two women in ques 
tion locked up the box and the time 
when they reached the bond teller’s cage. 
A microscopic examination of the facts 
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showed the following: The two ladies 
went to the bond department in an ele- 
vator. The treasurer had the securities 
in an envelope in her hand. When they 
reached the bond department teller’s 
cage, she took the securities out of the 
envelope and gave them to the bond 
teller. She was then asked whether she 
also gave him the envelope and she said, 
“No.” She then was asked what she 
did with the envelope and she said she 
tore it, across the middle, into two 
pieces, and threw the two pieces away. 
She was asked where she threw these 
two pieces and, after thinking for a con- 
siderable period of time, she said she 
had thrown them in a waste basket in 
the rotunda on the bond department 
floor. That was all that was brought 
out by a minute investigation. 

A decision was then made to examine 
the waste paper of the bank for the date 
on which this incident happened. It 
was possible to do this because the bank 
kept each day’s waste paper in a large 
The 


tin box by itself, for sixty days. 
box for that date was produced by the 
chief janitor of the bank and an exam- 
ination was made of all the waste paper 
of that day. The discovery was then 
made that in the waste paper were the 
two halves of the envelope which the 


woman described. In one was found 
part of the missing certificate and in the 
other was found the other portion of the 
certificate. This illustrates what can be 
done in the way of disposing of a claim 
before it reaches the attorney at all. 


FORGOTTEN TRANSACTION 


Case B. A woman had a safe deposit 
box with about $200,000 of securities in 
it. It was property which she had in- 
herited from her father. She gave her 
husband a power of attorney to enter 
the box. On July 6, of a certain year, 
he told the manager of the safe deposit 
vault that ten Western Electric Bonds 
of $1000 each, were missing from the 
box. He was advised to consult his wife 


and to see whether she knew anything 
about them. He was unwilling to do 
this because he feared that she would 
draw the conclusion that he might have 
been careless in the handling of her af- 
fairs. The matter went on for a fort- 
night, when the manager called him in 
and gave him an ultimatum—“You must 
do one of three things. You must 
either allow us, the safe deposit com- 
pany, to put an expert accountant on 
all your books and papers, upon every- 
thing which has to do with all your 
business transactions for a year past, 
or, if you are unwilling to do this, you 
must tell your wife about this matter. If 
you are not willing to do either of these 
two things I shall have to tell her. 
Choose.” He elected to take the first 
course of action and a certified account- 
ant went over with him all of his books 
and papers. Toward the end of the third 
day, late in the evening, the accountant 
was examining a diary which this man 
kept and found an entry under the date 
of March 27, consisting of only two 
words, “Bought Bonds.“ He immedi- 
ately asked, “What bonds did you buy 
on March 27?” 

The reply was, “I bought ten bonds 
of the Mississippi Valley Light & Power 
Company on that date.” 

He then was asked, “How did you 
pay for them? I do not find among your 
checks any cancelled checks showing a 
payment and I do not find any with- 
drawal from your bank account or your 
wife’s, showing any such payment. 
How did you pay for them?” 

The man replied, “I don’t remember. 
I am buying and selling bonds all the 
time and trading back and forth.” 

“Well, where did you buy these 
bonds—these Mississippi Light & Power 
Company bonds?” 

“I bought them from—(giving the 
name of a well known firm of brokers) .” 

“Well,” said the accountant, “tomor- 
row, you and I will go over to the 
brokers’ and see what they know about 


it.” This they did. 
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The brokers had the man’s ten West- 
ern Electric Bonds. This man had 
traded them in for the Mississippi Valley 
Light & Power Bonds and had forgot- 
ten all about the transaction. 

Query—Can an honest man withdraw 
$10,000 worth of bonds of a certain de- 
scription from his safe deposit box on 
March 27, turn them in to a broker and 
receive, in exchange, $10,000 worth of 
bonds of an entirely different descrip- 
tion and forget all about the transaction 
by July 6, following? 

The casual reasoner, at once, would 
say “No,” but that is not the answer. 
As has been intimated above, the answer 
is that the man was an absolutely honest 
man, and that he did just that thing. This 
is a problem for a psychologist and not 
for a safe deposit man or a banker. 


CLAIMANT REACHES EXPLANATION 


Case C. Sometimes, if an astute man- 
ager can induce the claimant to delay, 
the claimant may reach an explanation 
himself, without the aid of the manager 
at all. 

Upon a certain Friday a man entered 
the safe deposit vault and told the man- 
ager that $5000 of bonds were missing 
out of his box and he wanted the safe 
deposit company to give him a check for 
$5000 at once. The manager said, “We 
wish to help you in this case all that we 
can. That goes without saying. Come 
over on Monday morning and we will 
go on with our investigation, and, in the 
meantime, think the matter over.” The 
man’s story was that he had come in on 
Friday morning to remove some expired 
fire insurance policies. After he had 
done this, he put the policies in the inside 
pocket of his sack coat. He then thought 
he would clip coupons from the bonds in 
question, only to find that the bonds 
were not in the box. On the Sunday 
morning following, being a good church 
man, he put on his best Sunday clothes 
and, in doing so, took everything out of 
the pockets of his business suit. Among 


—. 


other things was the package of policies 
referred to above. As he took them 
out, he looked at the package and saw, 
protruding fram one end of it, some 
thing that did not look like an insurance 
policy. He then removed the policies 
from the package and among them found 
his bonds. It appeared that, on a pre- 
vious visit to the box, he had put these 
policies in a package by themselves and 
put rubber bands around them. In some 
way, he had carelessly put the bonds in 
with the insurance policies and when he 
took the package out of the box he did 
not notice that the bonds were in it. All 
the while that he had been making his 
claim against the safe deposit company 
the bonds were in his pocket. This was a 
case where a little delay exploded the 
claim idea. 


RING FOUND BY CLERK 


Case D. One of the vault clerks in a 
safe deposit vault picked up on the floor 
of the vault a very beautiful diamond 
ring, probably a woman’s ring. The 
stones were quite large and exceedingly 
perfect. 

Who owned it? 

The manager had nothing to go by ex- 
cept that he knew, approximately, the 
spot in the vault where the ring was 
picked up. He reasoned that the person 
who dropped it must have a safe deposit 
box somewhere fairly near where the 
ring had been found and he caused a list 
to be made of all the people who had 
been to their safe deposit boxes within 
twenty feet of the spot where the ring 
was picked up, for a period of three 
quarters of an hour prior to the finding 
of the ring. 

He reasoned, further, that there was 
a strong possibility that the ring had 
been purchased from some Chicago 
jeweler. On the inside of the ring were 
some numbers, partly obliterated because 
they had been worn off, indicating that 
the ring was quite old. He determined 
to take his list to the best known Chi- 
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cago jewelers, and started with a well 
known firm. One of the craftsmen who 
had been in the employ of that firm for 
a great many years recognized the ring 
as having been made by his firm. A mi- 
croscope showed all the figures on the 
inside of the ring except one. These 
figures were the figures of the number of 
an order. The firm then examined its 
books and succeeded in unearthing an 
order which showed that the ring in 
question had been made for Mrs. M. 

An examination of the records made 
by the vault manager showed that Mrs. 
M. had a safe deposit box very near 
where the ring had been found and that 
she had visited the box only ten minutes 
before the ring had been picked up. She 
was sent for and asked to examine the 
contents of her box and see if she missed 
anything. After she had made the exam- 
ination she came to the manager and 
said, “Yes. When I was married, many 
years ago, my husband gave me a pair 
of diamond earrings and I subsequently 
had the stones removed and had a jew- 
elry firm fit them into a ring, and that 
ring is missing from my box.” 

Her property was restored to her, all 
of which goes to show that a competent 
manager will educate himself to such an 
extent that he will acquire at least a few 
of the attributes supposed to be possessed 
by a detective. 


MOTORMAN MISSES BOND 


Case E. A motorman turned up with 
a claim that a $1000 bond was missing 
out of his box. He was a very reasonable 
man. The manager talked with him and 
told him to put his mind to work and, 
among other things, asked him if there 
was not some place at home where he 
kept valuables. He said that there was a 
trunk but that he had looked in that 
trunk and that the bond was not there. 
The manager said, “Will you please look 
in that trunk again and let me give you 
one piece of advice as to examining its 
contents. Take out every single thing 
that is in it and, as you put the things 


back, examine critically and carefully, 
everything that you removed.” The man 
heeded this advice and went home and 
took everything out of the trunk. In do- 
ing so he noticed some pieces of news- 
paper that had been put therein so that 
when articles were placed in the bottom 
of the trunk they need not be soiled. He 
said to himself, “Well, I promised to 
take everything out of this trunk. I will 
take these pieces of newspaper out.” He 
did so and, under one of the pieces, he 


found his bond. 
ERROR OF BOND TELLER 


Case F. A woman who had been in 
the employ of a bank in the bond teller’s 
cage for many years, and who was ex- 
ceedingly well thought of by the bank, 
was approached upon a certain date at 
about 1:45 p. m. by a man who told her 
that he had a safe deposit box downstairs 
and that he had just taken out of it two 
Liberty bonds for $50 each, which he 
produced, and which he wished to ex- 
change for a $100 bond. It all seemed 
reasonable, and she gave him what she 
supposed was a $100 bond. 

Five or six minutes later she discov- 
ered, to her horror, that she had given 
him by mistake, a $5000 bond. She was 
almost beside herself at the thought of 
what she had done. She had a very 
good description of the man. 

The safe deposit manager was called 
into conference and this was his reason- 
ing: This man says he took two $50 
bonds out of his box and, if his story is 
true, he must have visited the box shortly 
before he went to the bond teller. The 
chances are that, having gotten his new 
bond, he went down and put it into his 
safe deposit box. What is the deduc’ 
tion? Examine your records beginning 
at 1:30 p. m. and ending at 2:45 p. m. 
and find a man who has been to his box 
twice in that period. The vault record 
showed that a man had been to his box 
at twenty minutes to two and again at 
three minutes to two. The man was a 


Bohemian who worked in a steel mill and 
who had rented the box for fourteen 
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years. During that time, the safe de- 
posit company had had eight different 
addresses for him, all of which were put 
down on paper and turned over to the 
chief clerk of the bond department. 

The chief clerk started out with the 
last address and worked from 4 p. m. 
until 11 p. m., using a taxicab, without 
finding any trace of the box renter. 

At the last address he visited, he did 
get news of a brother of the box renter 
and, about 11:30 p. m. found the brother 
at his home. The brother was very un- 
communicative. He admitted that he 
knew where the box renter was living 
but refused to give the address. He ad- 
mitted, also, that he had had a long talk 
with the box renter that evening but 
refused to say what it was about. The 
clerk of the bond department telephoned 
the vault manager and, at the latter's 
suggestion, made a colossal bluff. They 
were not at all sure that the man in 
question was the man to whom the 
wrong bond had been given but they 
talked to the brother after this fashion— 
“You go and hunt up your brother. Do 
it before you go to bed tonight. You 
tell him to come down to the bank by 10 
o'clock tomorrow morning with a $5000 
bond which was given to him by mistake 
and you tell him, from us, that if he 
does not do that, he will find himself 
behind the bars by noon tomorrow.” 

At 9:30 the next morning the Bo- 
hemian appeared with his wife. She 
said to the manager, “I have brought my 
husband down because he was given a 
$5000 bond here yesterday when he 
should have been given one for $100. 
He did not discover the mistake until 
he started to put the bond back in the 
box, and then he brought the bond home. 
He was disposed to keep it and say noth- 
ing, but I will not allow him to do any- 
thing of that kind. He has the $5000 
bond, and wants to give it back and get 
the $100 bond.” This was done. 

The capable safe deposit manager must 
learn to use his brains and to reason, 
logically, all the time. The bank in the 
case cited might have been out $4900 if 
the reasoning of the vault manager had 


— 


turned out not to be correct, since the 
bank did not know the name of the man 
who received the $5000 bond. 


MESSAGES FROM THE DEAD 


Case G. Twice it has happened that 
widows have come to a manager. They 
have received communications via the 
Ouija board, purporting to come from 
deceased husbands, to the effect that the 
dead husband had a safe deposit box 
full of securities, which the safe deposit 
company was secretly trying to keep 
away from the widow. In both cases the 
number of the box was given. It was 
shown in one case that there was no 
box of that number in the vault and, in 
the other, that the box of the number 
in question had been rented by a well 
known Chicago business man and had 
never been rented to anyone else. 

It is heart rending to know that in the 
second case, the widow in question used 
the Ouija board again, and asked for 
further information, to which the Ouija 
board responded, briefly, “You better 
mind your own business.” 


INTOXICATED CUSTOMER 


Case H. A man entered a safe deposit 
vault about 4 o'clock one afternoon. 
He was so badly under the influence of 
liquor that a taxicab chauffeur had to 


help him into the vault. The curious 
part of it was that his legs were very bad 
indeed, but his brain seemed to be par 
tially clear. He wished to remove $1000 
in currency from his box. 

The bank’s attorney could not be 
reached. The manager felt, in his own 
mind, that the man was in such condition 
that he really was not his normal self 
and needed protection. The manager 
knew also that the safe deposit company 
is not the guardian of the morals of its 
customers, but here was an unusual case. 
He refused to allow the man to visit the 
box. The box renter went away stating 
that suit would be begun against the safe 
deposit company before 12 o'clock the 
next day. That very night the individ: 
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ual in question entered a bathroom in his 
home and, in a fit of delirium tremens, 
blew his head off with a shotgun. The 
manager probably saved his estate $1000. 

Case I. Mrs. B., a wealthy woman of 
irreproachable character, claimed that a 
pearl necklace valued at approximately 
$20,000 was missing from her safe de- 
posit box. She was in a sad state of 
mind. It was evident to the manager 
that she was not in a condition to give 
any facts which might be helpful in 
solving the problem. He told her (it 
was about 11 o'clock in the morning): 
“You are not in a mental condition right 
now to think very clearly about this 
matter. I suggest that you go home and 
that, on the way home, you make up 
your mind to the fact that this necklace 
is going to be located somewhere. Do 
not let the thought enter your head that 
it is not. After you have had your 
luncheon, lie down and take a good long 
nap and, after you wake up, begin to 
think as to what you might possibly have 
done with this necklace.” 

She was a wise enough women to fol- 
low the advice which was given to her 
and, after she had awakened from her 
sleep, she began to think. It suddenly 
came to her that some months before she 
had sent the necklace in question to a 
large jewelry house to be repaired. On 
the bare chance that the jewelry firm 
might know something about it, she 
called up the firm’s representative with 
whom she had left it to be fixed. As 
soon as she got him on the telephone, he 
said, “Yes, I know all about the where- 
abouts of that necklace. We have it 
here. You told me that, after it was 
repaired, I was to hold it here until you 
called for it and you never have come 
after it.” Of course, eventually, the 
necklace would have turned up but the 
advice of the manager undoubtedly has- 
tened its recovery. 

Almost an infinite number of cases 
could be cited, all of which would go to 
show that a capable safe deposit manager 
must be alert all the while. He must 
be logical; he must be able to draw con- 
clusions from details which at first may 





seem unimportant; and, if he is really 
and truly efficient in every sense of the 
word, fit for the responsible position 
which he holds, he himself will dispose 
of most of the claims which come from 
time to time; he will save his bank a 
large amount of money; he will conserve 
the time of the bank’s attorney; and he 
will demonstrate his own fitness for the 
position which he occupies. 


PUBLIC SPEAKING CONTESTS 
FOR BANKERS SPONSORED 


PuBLIc speaking on banking topics is to 
be developed through the rather striking 
act of A. P. Giannini, founder of the 
Bank of Italy National Trust and Sav- 
ings Association of San Francisco and 
president of the Bancitaly Corporation 
of New York, in helping to make it a 
more effective part of the curriculum of 
the American Institute of Banking. Mr. 
Giannini has done this through the estab- 
lishment of an endowment of $15,000 
placed with the institute, the income 
from which will be used to obtain prizes 
for the orators within the scope of the 
division. 

The plan was first proposed at the 
mid-winter meeting of the executive 
council of the American Institute of 
Banking in Nashville, Tenn., on Janu- 
ary 19. It involves the holding of a 
number of preliminary community and 
regional contests all over the country, 
with the final contest being made a fea- 
ture of the annual meeting of the in- 
stitute. The first of these final contests 
will be held at the convention in Detroit 
on July 18 of this year. 

The plan, although restricted in its 
operation, is bound through its very na- 
ture of the annual meeting of the in- 
contestants will be confined to graduate 
students of the institute, but the whole 
banking profession and its allied callings, 
and the public at large, are brought into 
the picture through the development of 
banking orators who shall bear the mes- 
sage of the counting house to every kind 
and character of audience. 











THE VALUE OF A SILVER TONGUE 


F course, not all have or can ac- 
() quire silver tongues. But all can 

learn to speak in public with ease 
and grace. At least, that is what Dale 
Carnegie contends in his article on 
“Why a Banker Should Study Public 
Speaking” in the current bulletin of the 
American Institute of Banking. There is 
no excuse, he says, for getting in the 
plight of the bank vice-president, who 
complained: “I can talk clearly enough 
and confidently enough to men here in 
the office, but when I stand up to face a 
group of men and try to think on my 
feet, I am simply not there. . . . My 
mind is a blank; I actually tremble, and 
the talk, of course, is an utter failure, 
even though on a subject I know all 
about.” 

Such a man (and most men are like 
that) needs courage, self-poise, self- 
possession, self-confidence. “How is he to 
get these qualities in his speaking?” asks 
Mr. Carnegie, and answers his own ques- 
tion. “The same way that he can get 
them into his swimming, for example— 
by training and practice. . . . Do the 
the thing you fear to do and keep on 
doing it, and the death of fear is abso- 
lutely certain.” 

And it pays to kill this fear. Accord- 
ing to Mr. Carnegie, if one were to drop 
in at the office of James M. Dugan, 
wholesale coal dealer, 1830 Arch street, 
Philadelphia, “he would tell you that his 
sales this last season have increased 400 
per cent . . . due to his increased sales 
ability and self-confidence developed in a 
public speaking course. A few blocks 
to the east of Mr. Dugan’s office .. . 
Franklin Bettger . . . will tell you that 
training in public speaking has increased 
his income about $20,000 a year. A few 
blocks away on Walnut street... 
William H. Wilson, formerly first vice- 
president of the National Association of 
Real Estate Boards... will tell you 
that he would not part with his public 
speaking training for $100,000.” 

As valuable as the ability to speak in 
public, however, are the by-products 
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from training in public speaking. Mr. 
Carnegie says that he has been “con- 
vinced by observing the experience of 
thousands of men that the most valuable 
thing they obtain from a course in public 
speaking is not the ability to talk in pub- 
lic, but the by-products that result from 
such training; and the most valuable of 
these by-products is an increased self 
confidence.” A Boston man, he aid, 
gave the following formula for success: 
“Ten per cent. is knowing your own 
goods; 10 per cent. is knowing the other 
fellow’s goods; 10 per cent. is working 
like the Old Harry; and 70 per cent. is 
self-confidence.” 

“The banker who can speak in public,” 
continued Mr. Carnegie, “can gain a lot 
of dignified and very desirable publicity 
both for himself and for his institution. 
Which is the better publicity for the 
bank—the paid advertisement, or the 
news article about an officer who has 
made a speech, mentioning his name and 
banking connection?” 

Ability to speak well aids in other 
ways in making a man widely and favor- 
ably known. Almost all clubs are run 
by about 5 per cent. of the members, 
the only men in the club who can stand 
up and speak well. “The man who can 
speak to 500 men at once is making 
friends almost 500 times as rapidly as 
he would in ordinary conversation.” 

Finally, training in public speaking 
does a great deal to develop in the right 
way that elusive essence known as “per: 
sonality.” And recent tests at Carnegie 
Institute of Technology indicate that su- 
perior personality has more to do with 
business success than superior knowledge. 

In short, as Mr. Carnegie said to 
Dean Miller of the A. I. B. at a luncheon, 
“a course in public speaking will do 
more to develop the personality of the 
banker, will do more to give him a new 
confidence in himself, will do more to 
put a new light in his eyes and to make 
him a leader of men than any other 
dozen courses that can possibly be of 
fered, all put together.” 
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WASTE IN ESTATES 


By EMILE J. BAYLE 


failures in the United States was 

21,214 and losses amounted to $248,- 
066,570. In 1926, the total amounted 
to $202,345,485, divided among 21,773 
firms or establishments. These figures 
cover not only commercial enterprises 
but manufacturing and trade establish- 
ments and banks. 

The report of the Attorney General 
for the fiscal year ending June 30, 1926, 
gives the following figures for a total 
of 47,307 bankruptcy cases in the United 
States: 


I’ 1925 the total number of business 


Tete TIDES. ook cies ewes $806,3 12,992.45 
Total amount realized from 
MOE kccninn area saiew 107,652,783.17 


Total amount disbursed in 


conduct of business 14,635,233.15 





Net amount realized ..$ 93,017,550.02 
Shrinkage approximating 88 per cent. 


A survey made of 7000 estates, whose 
gross value ranges from $2500 to $10,- 
000,000, in seventeen states, embracing 
forty-five counties, shows shrinkage vary- 
ing from 29 per cent. to 38.7 per cent. 
The percentages of shrinkage for estates 
between $30,000 and $500,000 average 
19 per cent. 

What a tremendous waste in our 
national wealth, both in its creation and 
its conservation! The methods resorted 
to in both categories will be outlined 
later. 

WASTE IN INDUSTRY 


During the pioneer stages of our coun- 
try’s expansion and the earlier days of 
its industrial development, it was to be 
expected that some—at times even very 
consequent—waste should have existed. 

As time went on it came to be an 
accepted fact to ourselves, as well as to 
numerous and competent foreign ob- 


servers, that we were a wasteful nation. 

For the last quarter of a century, sus- 
tained attention has been given by in- 
dustrial America toward bringing into 
play intensive and varied methods for 
increasing profits. At different periods 
in the cycle, whether for manufacturing, 
merchandising, construction or other 
phases of activity, innumerable plans 
have been followed, known by different 
names, some of which, for a time, degen- 
erated into slogans, fetishes and what- 
nots. We have had scientific manage- 
ment, efficiency, industrial engineering, 
followed by industrial management, or 
other so-called or assumed sciences, 
which have succeeded each other in 
somewhat regular periodicity and en- 
gaged the forceful attention of our in- 
dustrialists, financiers and others inter- 
ested and have, in many instances, been 
productive of wonderful results. 

Numerous and multi-named mechan- 
isms have been suggested and resorted 
to for putting these methods in force— 
planning, scheduling, routing, dispatch- 
ing, cost accounting, production control, 
budgetary control, etc. , 

In their final analysis, be the names 
what they may, the purposes to be served 
and results secured were simply common 
sense methods of waste elimination. Just 
at the moment, through the valued ef- 
forts of the Department of Commerce, 
waste elimination is being stressed to the 
limit in all industries. So far, however, 
as will be shown later, waste elimina- 
tion has not been similarly stressed or 
given much consideration in reference 
to personal estates. 

Although this subject is constantly 
being brought to the attention of our 
industries, whether large or small, we 
still have not thrown off the imputation 
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that the American nation, as a whole, 
is woefully lacking in planning. 

A man has an idea or evolves a patent 
and without any sustained study of the 
possibilities, without any planning for 
the probable market expansion, the cap- 
ital required, the organization, the 
working capital for operating, etc., a 
company is launched; factories and of- 
fices are established; operatives and 
clerks are employed; and the record is 
that within five short years a very large 
percentage goes into the discard. 

Had proper planning been resorted to 
before launching such enterprises, many 
of the failures would have been averted. 

Several years ago, Secretary Hoover 
appointed a committee which made a 
very exhaustive survey of six major in- 
dustries, evaluating the causes of waste 
and assigning the percentage chargeable 
respectively to management, labor and 
the public. The industries covered were 
men’s clothing, printing, the metal and 
building trades, the boot and shoe in- 
dustries, and textiles. © Management 
methods were chargeable with waste 
varying between 50 per cent. and 81 
per cent. 

As evidence of what can be accom- 
plished through the proper planning in 
industry, interesting data are brought 
out by several special Government re- 
ports. Their simplest expression is waste 
elimination. 


CONCRETE EXAMPLES 


A few examples might be of interest. 
Before proper planning methods were 
considered, very unsatisfactory condi- 
tions existed in the manufacture of hos- 
pital beds, mattresses and spring beds. 
Hospital beds were manufactured in 
thirty-three lengths, thirty-four widths, 


forty-four heights. At present there 
are only one length, three widths, one 
height. Spring mattresses, depending 
on the manufacturer's production capac- 
ity, varied from 50 to 108 patterns. 
These are now reduced to four widths 
and one length. 


es, 


Paving brick used to be manufactured 
in sixty-six different sizes, varying in 
length, width, and thickness. After the 
getting together of the manufacturers, 
with a view to planning for standardiza- 
tion, these were reduced, after the first 
conference, to eleven sizes. A second 
conference brought about a still further 
reduction to seven. 

Woven wire fencing was formerly 
produced in 552 styles and gauges 
for which 2072 types and sizes of ship- 
ping packages or containers were used. 
These, with proper planning, have been 
brought down to 69 styles of fencing 
and 138 sizes and types of packages. 

At the present day, one of the main 
sources of increased profits for going 
concerns comes from: the cumulative 
effect of small waste eliminations. 

The preceding sketch, perhaps some- 
what hastily drawn, does not claim to 
be a full and complete reproduction. It 
has merely emphasized, and brought the 
dark spots and shadows into sharp con- 
trasts. 

The completed picture would show 
some interesting highlights. 

Many of our industries, especially 
since the deflation period, are decidedly 
on the upgrade and we are quite gener- 
ally looking forward to a sustained period 
of prosperity. 

A careful scrutiny of their annual 
balance sheets and income statements 
brings to light the drastic measures 
which have been resorted to in order to 
secure the improvements recorded. Con- 
sequent inventory write-offs, deprecia- 
tion, depletion and other important 
items of accounting stand out as convince’ 
ing testimony for the jury's verdict. 

It may perhaps, in some instances, 
not be a matter of how much money 
they made, but is what they should have 
made. 

It is now an established fact in the 
minds of stockholders that the president 
or manager who does not secure for 
them as much profit as he should out of 
their business, loses money as surely and 
in as great measure as he who wastes it. 
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And, if the published statements were 
broken down 1n further detail, and each 
item of accounting explained or de- 
sribed, absence of planning would prob- 
ably take front rank among the causes 
for decreased or lost earnings. No plan- 
ning for inevitably reduced sales, for 
curtailed balanced production with pro- 
portionate decreases in raw material, 
operating and clerical personnel, burden, 
etc. 

WASTE IN ESTATES 

It is a sad and distressing fact that 
men of affairs, after working strenu- 
ously to establish for themselves and de- 
pendents a comfortable life situation, 
follow lines parallel to those described 
for industry, as regards their estates. 
They have neglected planning in their 
business and they, therefore, for the 
most part, take no steps for the econom- 
ical conservation of their personal es- 
tates. 

In industry and commerce as long as 
the guiding or directing mind is pres- 
ent its life and growth are obtainable 
with proper management. Losses may 
be recouped. Improved methods are 
adopted and a further accumulation of 
wealth is brought about. This is not 
true, however, with personal estates. 
Once the creator of wealth passes out 
of the picture, his estate can never re- 
coup and it remains depreciated until 
liquidated, in just such measure and 
conditions as he has planned to leave it. 

Those of our citizens, therefore, who 
with typical American energy and ini- 
ative have been so fortunate as to attain 
success in the creation of estates, should 
take heed and put their houses in order 
as regards the conservation of that estate 
through proper planning for waste 
elimination. 

How often are we not dumbfounded 
when reading detailed accounts of. a 
man’s will—at times a friend’s—at the 
great discrepancy between the actual and 
the expected estate. The usual range of 
shrinkage or waste met with, as taken 
from the records of the Probate and 
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Surrogate Courts in several jurisdictions 
in the United States, are given below: 
DEPRECIATION IN ESTATES 

In chart I on the following page 
the records are indicated for ten 
estates, wills for which were pro 
bated in New York, Kings, Bronx, 
Westchester, and Suffolk counties, New 
York, during the years 1921-1926. In 
each group two extreme estates have 
been selected, one with the least and the 
other with the greatest percentage of 
depreciation. 

To the above are frequently added 
costs of litigation, unexpected claims and 
expenses, these last not infrequently run- 
ning up to 10 per cent. of the gross 
estate. The variations in depreciation 
of the estate whose graphs appear on 
the chart are as follows:* 


Ratio 
Depreciation 
per cent. of 
gross 


Gross 

Estate 
$5,339,577 
5,702,877 
3,753,230 
3,925,268 
3,475,570 
2,888,326 
2,337,538 
1,877,605 
1,024,180 
702,902 


Depreciation 
$1,049,896 
956,963 
848,783 
514,130 
785.179 
378,922 
1,190,371 
145,740 
581,285 
315,489 


A. 
B. 
C. 
D. 
BE. 
¥. 
G. 
H. 
3 

K. 


RATS 2 v1 


~v 


We wonder how great the economies 
might be if the principles of waste elim- 
ination, which are now urged upon mod- 
ern business, were applied in like man- 
ner to personal estates. 

The astonishing fact brought out in 
making a careful study of these records, 
is that the worst conditions exist in ie 
estates of men who have becn foremost 
in the industries which they owned o- 
controlled, and have been at times ou: 
standing examples of modern manage 
ment, calling for intelligent planning of 


all activities and utilizing the many 


*Estate figures and illustrations taken from 
The Hazards of an Unprotected Estate by 
Clinton Davidson and Estate Service by Dan 
Nelson. 








THE BANKERS MAGAZINE 





VALUE] GROSS 


IN | ESTATE. | DEBTS 


EXPENSES | ESTATE TAX | TAXES 


INHERITANCE | DEPRECIATED 
VALUES 


FEDERAL 


Chart I. 


mechanisms previously referred to, with 
great detail and efficiency. 

A large manufacturer of metal parts, 
who has had a very successful career 
(starting some 19 years ago with a few 
hundred dollars of borrowed money), 
was discussing the matter of his estate 
with some friends recently. 

His statement was, “It doesn’t interest 
me. After I am dead, I am not inter- 
ested in what happens. Besides, if I 
knew enough to make it, I guess I know 
enough to leave it safe.” This man has 
a wife and six children, all living. 

He owns practically the entire stock of 
his company, which is not incorporated. 
The annual sales run into seven figures, 
and the earnings for each of the past 
five years have been well into or near 
the $1,000,000 mark. There is not the 
slightest doubt that this man has made 
provisions for his estate, along such lines 
as are generally followed, but, as regards 
the intelligent scientific planning for its 
condition and distribution at his death, 


it is most likely that his case will fall 
within the category of those outlined in 
the chart and its unnecessary excess in 
depreciation rate will probably amount 
to 10 per cent. 

On a very conservative estimate his 
estate should total $3,000,000. Of ten 
estates of like importance, for which the 
wills were probated in Greater New 
York, during the years 1921-1926, the 
ratio of depreciation to gross estate 
ranged from 16.2 per cent. to 64.2 per 
cent.;—the average being 32.9 per cent. 

With proper planning this estate 
should be settled on a ratio of not much, 
if any, over 15 per cent. or a total of 
$450,000 depreciation. If, on the other 
hand, its ratio of depreciation to gross 
estate lines up fairly well with the aver- 
age in Greater New York, the total will 
run up to $990,000. In other words, 
his wife and dependents would be losers 
to the extent of $540,000. 

In this particular instance, it is worth 
noting that for the sole purpose of 
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waste elimination,—probably called by 
him “reduction in unit cost”—there has 
been employed in his plant, for many 
years, a very capable executive, to give 
attention to this particular feature. In 
the present case, therefore, methods, as 
regards the planning for waste elimin- 
ation, do not seem to run along parallel 
lines. If, during the course of his ex- 
ceptionally successful career, his bankers 
had not known of his ability and, 
through periodical visits to his plants, 
become cognizant of the methods being 
pursued in the management of the busi- 
ness, it would never have grown to its 
present proportions. 

An outstanding instance of the lack 
of planning for ready monies to take 
care of estate administration costs or the 
taking care of obligations incurred by 
the enterprises which have created these 
estates is brought to light by the records 
of the F. W. Woolworth estate. 

After Mr. Woolworth’s death the ex- 
ecutors were confronted with necessity 
for payment in cash of an $8,000,000 
inheritance tax. In order to procure the 
supplementary amount of ready cash, for 
the first time since its erection, a mort- 
gage of $3,000,000 had to be placed on 
the Woolworth building. 

Not long after the death of Julius 
Fleischmann, wealthy yeast manufac- 
turer, his executors were compelled to 
sacrifice valuable securities for the pur- 
pose of obtaining sufficient ready funds 
to meet tax requirements. At date of 
last accounting the ratio of depreciation 
to his gross estate stood at 33.8 per cent. 

The estate of Henry A. Jackson of 
Boston, Mass., is a case in point illus 
trative of shrinkage through taxation. 

Mr. Jackson lived in that section of 
the country where thrift and conserva- 
tim are watchwords. The appraised 


value of his estate, consisting of real 
estate, stocks and bonds, amounted to 
$3,055,292, of which $1,479,177 were 
in stocks and bonds of corporations or- 
ganized outside the Commonwealth of 
Massachusetts. 

Court records show: 


ie i a etl $295,240 
Massachusetts tax .......... 340,435 
Tax by outside states ........ 55,325 

WE Sédecedesecneaeas $691,000 


or 23 per cent. of the entire estate eaten 
up in taxes in one year. 

In addition to the Massachusetts tax, 
which was more than 11 per cent. of the 
whole, the Jackson estate paid $55,325 
in taxes to seventeen other states, in 
which it did not own a dollar's worth of 
property, because of the mere fact that 
the corporations in which it was a share- 
holder happened to be organized under 
their laws. 

In its issue of February 2, 1921, the 
Wall Street Journal gave some facts 
concerning the James Stillman estate, 
which is an interesting specimen of 
what may, and unfortunately does, hap- 
pen to large fortunes. The value of the 
gross estate was $40,338,121. The total 
deductions for inheritance taxes, admin- 
istration, accountants, income and New 
York State taxes, real estate tax for New 
York State, amounted to $16,050,482, or 
40.2 per cent. of the gross, leaving a net 
estate of $24,287,639. 


LACK OF JUDGMENT 


The shrinkage in estates is not always 
chargeable to excessive taxation result- 
ing from lack of planning. In many 
cases, the appraisal discloses lack of 
judgment or absence of proper guidance 
on the part of the decedents. 

In many such cases time and applica- 
tion on their parts to the making of a 
plan would probably bring to light a 
situation which might have been remedi- 
able at some period prior to death. 

A striking example is found in the 
widow of George A. Leathe, once known 
as Missouri’s richest widow. Her hus- 
band was one of the most efficient busi- 
ness men in Missouri, and at his death 
he left Mrs. Leathe property valued at 
$5,575,000. Although his wife had had 
no business experience whatsoever, he 
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left all of his property to her, and named 
here executrix of the estate. 

In a recent court decision, which left 
Mrs. Leathe indebted to the extent of 
$356,078.31, and without funds to pay 
any part of this indebtedness, the Federal 
Appellate Judge said: 

“The record of this case is one which 
arouses the sympathies of a chancellor. 
She was the owner of an estate of great 
value, devised to her by the will of her 
deceased husband. Prolonged litigation 
of that claim, which originally was for 
$107,500, and finally resulted in a judg 
ment against the estate which, when 
paid, amounted to $226,321.96; interest 
on loans obtained by her ana secured 
by mortgages executed by her before 
the agreement with the defendant, some 
of them bearing 8 per cent. interest, be- 
sides large commissions to brokers for 
procuring and renewing loans; large 
amounts paid to numerous lawyers of 
the highest standing in the profession, 
employed by her during the years since 
her husband’s death; commissions paid 
to real estate agents on sales of property; 
taxes running into thousands annually, 
finally dissipated the entire estate.” 

It might seem strange that the man 
who was capable of accumulating a for- 
tune of this kind did not plan his affairs 
so that at least part of this estate would 
not have been subject to total loss 
through avoidable waste. 


WORTHLESS SECURITY HOLDINGS 


The inventory of the estate of Kate 
V. Whitman, who died at Cincinnati, 
Ohio, on May 14, i921, is an excep- 
tional case of an estate holding worthless 
securities, but not in the fact of includ- 
ing gold seals that stand for disappoint- 
ment. 

The inventory shows cash and miscel- 
laneous negotiable securities $1365. 
There appear also a total of 45,296 
shares of absolutely no value, divided 
among sixty-three companies. 

As an offset and palliative to such a 
distressing recital, surprises are at times 


sprung. The report of the Deputy Tax 
Commissioner for the State of New 
York, for 1926, brought to light three 
millionaires, the decedents not having 
been popularly rated as such by their 
friends or relatives: Mrs. K. B. Belloni, 
Miss K. T. Moore, and Charles Wisner. 
And, even in the record of the 210 
actual estates taken from Greater New 
York section, during the years 1921. 
1926, several of which are given in 
graphic form on the chart, some very 
satisfactory records appear. Nearly one 
hundred show a depreciation ratio ap- 
proaching 15 per cent. Strange as it 
may seem, most of the estates with lower 
depreciation ratios are within the more 
modest brackets, the majority being be- 
low $250,000 gross. The most excep: 
tional was that of Turpey William, 
whose gross was $39,895 with a 5.6 per 
cent depreciation. 

After completing the perusal of such 
a varied and perplexing tableau, the 
thought which naturally comes to the 
mind of the owner of an estate is, “How 
on earth am I to plan, so as to prevent 
my estate meeting with such pitfalls?” 

A general answer to such a question 
is well nigh impossible and if attempted 
would probably require an article sev 
eral hundred times as long as the pres: 
ent, and still fail to be satisfactory. 

In every industry, before a plan for 
reorganization, refinancing, or revamp’ 
ing can be put into effect, it is necessary 
for a qualified analyst, or a group of 
analysts versed in all the phases of the 
enterprise or industry, to make a detailed 
survey of the situation, from which to 
elaborate a master plan to cope with it. 
Items of overhead, production, sales and 
distribution costs, the incidence of bur- 
den, operating and fixed charges, plant 
idleness costs, etc., must be thoroughly 
gone into. Existing managerial policies 
must be conscientiously scrutinized and 
evaluated and new ones evolved to meet 
the situation. Budgetary control must 
be established in order to keep produc’ 
tion, sales and finances in full balance. 
Then only can results be expected to 
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reach towards the 100 per cent. line. 
Each case must be studied on its own 
merits. 


COMPLICATION OF PERSONAL WISHES 


In planning an estate similar difficul- 
ties are met with, the situation being 
somewhat more complicated because of 
the presence in some cases of ittangibles 
which enter into the picture, by reason 
of the testator’s personal wishes. There 
arise problems of income and inheritance 
taxes, the use of trust agreements, the 
proper arrangement of the testator’s life 
insurance situation, the relative value of 
corporate ownership versus individual 
ownership, the possibility of double tax- 
ation of foreign property, the drawing 
up of a will, etc., all of which have a 
material effect upon the permanency of 
the estate. 

Necessary and valuable agencies exist 
whose respective guidance and advice 
must be brought into use by the man 
who has created an estate and wishes to 
arrange for its conservation at the time 
of his death. His lawyers, the trust de- 
partment of his bank, his income tax 
auditor, the corporation’s controller, (if 
the enterprise be incorporated) each has 
a valuable function to perform and it 
is up to the man creating the estate to 
bring about a proper co-ordination of 
the work of these several agencies, in 
elaborating a well balanced and co-ordin’ 
ated plan through which to realize the 
full benefits to which he is entitled. 


TRUST COMPANIES AS EXECUTORS 


The close study and detailed explana- 
tion of the several hundred estates whose 
records have been scrutinized in getting 
toegther the data for some of the pre- 
vious statements, would require inter- 
minable time. From the observation of 
certain specific estates, which are typical 
of the general situation, one might not 
go far adrift in making the broad state- 
ment that the real cause for a large pro- 
protion of the excess percentage in de- 


preciation, is traceable to this very ab- 
sence of co-ordination in the agencies 
normally and logically entering into the 
plan for the conservation of an estate. 

Because of the very valuable educa- 
tional work which has been carried on 
by trust companies, more particularly in 
the last decade, and the costs, hardships, 
etc., known to be entailed through per- 
sonal executorship, the service value of 
the corporate executorship has come to 
be more generally recognized by men of 
affairs. 

The purposes to be served by living 
trusts, their legal aspects, tax features 
and forms, are being and have been very 
generally brought to public notice 
through the intelligent and diversified 
information being disseminated by our 
banking institutions. As a result the 
creator of a trust estate can readily se- 
cure practical suggestions for determin- 
ing just what particular plan may be best 
fitted to his case, and to enable him to 
follow them closely when having his at- 
torney draw up his will. 

The value of the corporate executor’ 
ship and trusteeship has long been recog: 
nized both in this country and in Eng: 
land. Many men of affairs have nom- 
inated corporate executors and trustees 
and they are daily becoming more 
popular. 

In 1895, Jacob H. Schiff created a 
trust for very nearly $500,000 for one 
of his daughters in anticipation of her 
marriage. Between 1903 and 1919, he 
created eleven other trusts in varying 
amounts, the largest of which amounted 
to more than $6,000,000. 

The guide-posts for the creation of 
trusts—-their nature, duration, the writ- 
ing of the agreements, the matters of in- 
vestment and re-investment, and the dis- 
cretion left with the trustee, etc.—can 
without much effort become available to 
the owner of an estate. The one 
thought, however, which must be kept 
always in mind is that the final product 
should be a complete and well co-ordin- 
ated instrument for its conservation. 
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More recently, some very valuable 
work is being carried on by the trust 
companies in co-operation with life in- 
surance underwriters. This is bound to 
be productive of fruitful results. The 
enthusiasm of one or the other of these 
two valuable agencies may at times 
create in the mind of the owner of an 
estate wrong impressions. It would be 
a very rare case, and probably not likely 
to be met up with in other than excep- 
tional instances, that the necessary qual: 
ifications for performing the econom- 
ically valuable functions of both be 
found to exist in one and the same in- 
dividual. Because of the enthusiasm or 
interest of either, he may not be in a 
position to present both sides of the 
problem to his client in an unbiased 
way. 

Neither trust agreement nor life in: 
surance is a panacea. 


IMPORTANCE OF INSURANCE 


Insurance today is brought into the 
realm of all activities. We have prop- 
erty, storm and drought insurance, in 
fact, insurance against practically all 
forces of nature which are likely to cause 
depreciation or loss in national wealth. 
We have also use and occupancy insur- 
ance, business interruption insurance, 
etc. The total premiums collected in 
1925 for life, casualty, property insur- 
ance (this last item as applying to New 
York State alone) amounted to $4,949,- 
000,000. 

The life insurance payments during 
the same year, for death claims, matured 
endowments, annuities, disability claims, 
including dividends to policyholders and 
value of surrendered and purchased pol- 
icies, totaled $1,541,016,000. 

The remarkable increase in the vol- 
ume of insurance written in the last ten 
years, in all phases of underwriting, in 
America, is an outstanding evidence of 
its significant importance in our eco- 
nomic makeup. 

A death claim on the life of Horace 
A. Saks of Saks & Company, New York, 





= 


was paid against a ten year business 
policy for $1,000,000, which had been 
taken out payable to a trust company to 
protect a mortgage on the new Saks 
Fifth Avenue department store building. 

Considered from the viewpoint of 
business as well as social advantages, in- 
surance goes hand in hand with 
indemnity. 

With the actuarial methods now in 
vogue, in the better known and larger 
life insurance companies, supported by 
the mass of records from which the 
American mortality table has been 
evolved and mathematically established 
for determining the influence on mortal- 
ity, by the various facts ascertainable, it 
has become possible to meet many situa- 
tions, not even thought of some twenty- 
five years ago. But here again problems 
arise which must be considered on the 
merits of each individual case. 

In some instances, it may prove to be 
the only manner in which a man of in- 
surable age with possibly varying re- 
quirements and_ responsibilities, can 
logically, safely and economically capi- 
talize that earning power, which has en- 
abled him to build up a substantial es 
tate. It may in a large measure operate 
towards the replacement of his physical 
productive ability to a near 100 per 
cent. of its determinable value, after his 
demise. 

For these reasons also, proper co-or- 
dination of the several agencies involved 
is a sine qua non requisite. 

There may be instances where, for the 
purpose of minimizing taxation, the ad- 
vantages of a personal holding corpora: 
tion supersede those of the two last 
named agencies. 


DANGERS TO BE GUARDED AGAINST 


One danger to be guarded against by 
the man considering the conservation of 
his estate is that he should not allow 
himself to be stampeded by his own en- 
thusiasm and that he hold foremost in 
his mind the establishment of a proper 
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balance between his present and future 
estate. 

In the making up of an estate plan, 
the designer will necessarily be called 
upon to face the maker’s problems from 
many and varied angles, and any error 
in the finished plan might entail far- 
reaching consequences, which would 
eventually vitiate his purposes or inten- 
tions, and nullify some of the consequent 
and valid economies which might have 
been intended to result. 

Many of the expenses for estates’ set- 
tlement are legitimate. Because the 
decedents have enjoyed many benefits in 
the state of their residence, it is but just 
and equitable that taxation should apply, 
but it is only proper that, while living 


they should make plans to reduce the 
shrinkage of their estates to the mini- 
mum, by making provisions for the pay- 
ment of the lawfully irreducible charges. 

The writer has tried to throw the 
spotlight on the outstanding pitfalls 
against which the estate owner should be 
forewarned. His lawyer, his trust com- 
pany his income tax auditor and numer- 
ous other agencies, the functions of 
many of which have been outlined in this 
article, will have to be called into serv’ 
ice and their best brains and intelligent 
advice and guidance co-ordinated toward 
designing the one plan which will best 
suit his particular purposes and require- 
ments, and more fully eliminate waste 
in the conservation of his estate. 














Members of the Detroit chapter, American Institute of Banking, debating team, who 
flew to Cleveland to argue the negative side of the question, “Resolved, that the 


bankers should exercise stringent control over instalment buying.” 


The picture also 


includes a committee of Cleveland bankers who welcomed the debating team. From 
left to right: John Wiebenson, United Bank, Cleveland; Don Grigor, Union Trust, 
Cleveland; L. A. Komjathy, Detroit debating team; Mrs. Edith Hosford, member 
Detroit Aviation club; Earl Failor, Detroit debating team; C. Bradford Hitt, 


Detroit debating team; Herman Gensler, United Bank, Cleveland. 
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HOW THE MACHINERY OF BOND 
DISTRIBUTION OPERATES 


By W. F. Brown 
Of Halsey, Stuart & Co., Inc. 


“6 UR investigations have proven 
entirely satisfactory. We will 
purchase from you an issue 

of $30,000,000 East and West Pub- 

lic Utility Company. 5 per cent. bonds.” 

On a Monday, Blank & Co., invest- 
ment bankers, after several months of 
preliminary investigation, thus advise 
the representatives of the utility com- 
pany. On Thursday of that same week, 
the East and West Utility Company 
bonds are being offered by investment 
dealers throughout the United States. 
Four days after the final purchase, the 
investor in New York, the insurance 
company in New England, the bank in 
Texas and the university in California 
are simultaneously considering the pur- 
chase of the bonds, and within a few 
hours the entire issue of $30,000,000 
may be sold to thousands of bond buyers 
spread throughout the United States. 

In the short period.of four days, a 
“banking group” has been formed, a 
“wholesale group” has been formed, in- 
formation about the issue distributed, 
and every detail arranged so that on 
Thursday morning the entire machinery 
of bond distribution is functioning in 
perfect order. It can safely be said that 
in no other business is it possible to se- 
cure the highly developed, well organ- 
ized selling effort of national scope which 
the investment dealers of the country 


can exert on short notice and success- 
‘ully transact millions of dollars of busi- 
ness in but a few hours. 

While many bankers are undoubtedly 
fully familiar with the entire workings 


of this efficient machinery, the editor of 
the BANKERS MaAcazinE felt that “a 
br<f explanation of the bond distribu- 
tion system, and such terms as “banking 


group,” “wholesale group,” and the like, 
would be-of interest. 

Let us take a specific piece of financing 
and follow it through its several steps, 
from the time of origination until it 
reaches the hands of the investor. All 
names used are fictitious, being chosen 
purely for the purpose of illustrating the 
methods in concrete rather than abstract 
manner. It should be understood that 
the term “bond house” used here is also 
meant to include the large banks which 
have bond distribution departments. 

Blank & Co. is a large organization, 
known as an “originating house” or 
“house of issue,” able to purchase an is- 
sue of securities, either alone, or in co- 
operation with other houses and then 
sell the securities through the co-opera- 
tion of hundreds of smaller dealers, as 
well as many of the larger houses. After 
an extensive investigation Blank & Co 
purchases an issue of $30,000,000 of 
East and West Utility company bonds. 
In order to facilitate the distribution of 
the bonds, as well as to reduce its indi- 
vidual liability of $30,000,000, it 
selects a small group of other bond 
houses. who it feels would be ‘interested 
in the financing and helpful in dis- 
tributing the securities. It approaches 
them and invites them to participate in 
the purchase of the securities on more 
advantageous terms than will later be 
given to the rank arid file of investment 
dealers throughout the country. 


FORMING THE BANKING GROUP 


Twenty well known and influentially 


‘strone institutions accept the invitation 


and agree to take interests or participa- 
tions. as they are most frequently called. 
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for a total of $20,000,000. These 
houses, together with Blank & Co., then 
comprise what is known as a banking 
group, buying group, or purchasing 
group, all of these three designations be- 
ing synonomous. The name banking 
group will be used in referring to them 
hereafter. 

As a result of the formation of the 
banking group, Blank & Co. has made 
arrangements by which it has transferred 
$20,000,000 of its original liability to the 
members of the banking group. Blank 
& Co. now has a liability of $10,000,000, 
the formation of the banking group pro- 
tecting it to the extent of $20,000.000. 
It has, in other words, insured itself to 
that extent against unforeseen develop- 
ments. 

Should anything happen which would 
suddenly affect the financial structure of 
the country or which would interfere 
with the successful sale of the bonds, 
Blank & Co., together with the members 
of the banking group, would be obliged 
to accept the $30,000.000 bonds from 
the East and West Utility Company in 
accordance with the arrangements orig- 
inally agreed to between the latter or- 
ganization and Blank & Co. 


In addition to the extra compensation 
which the members of the banking group 
receive, Blank & Co., may reward them 
further by giving them publicity in con- 
nection with the advertising of the bonds. 
Names of some or all of the members 
of the group may appear in the adver- 
tiements. This arrangement will ex- 
plain why it so often happens, espe- 
cially in the case of a large issue, that 
the names of so many different organiza- 

Details, such as the price at which the 
tions appear in the advertisement. 

Two steps, the actual purchase of the 
bonds from the East and West Utility 
Company, and the formation of the 
banking group have been completed. 
Now the third step, the organization of 
a distributing group made up of dealers 
throughout the country, is ready to be 
undertaken. 
bonds will be offered to the public, spe- 


cial discounts which will be allowed, such 
as those to insurance companies who buy 
in very large amounts, were determined 
by Blank & Co., before the formation 
of the banking group. 


DETERMINING SELLING PRICE 


The price at which the bonds are to 
be offered to the investing public is de- 
cided only after very careful study. It 
is based on prevailing conditions in the 
security and money markets, the amount 
and cheracter of the issue, its attractive- 
ness as compared with other similar out- 
standing issues and the genera! attitude 
of dealers. 

Compensation to be allowed the bank- 
ing and distributing groups is also de- 
cided carefully. The same factors as 
those deciding the price of the bonds are 
considered as affecting the dealers, as 
well as the feeling in general among 
dealers, and their attitude toward new 
issues. 

It should be remembered that the or- 
ganization of the banking group and the 
selection of dealers is ordinarily done at 
top speed. Telegraph, telephone, mail 
and pezsonal contact are all uszd to facil- 
itate the organization. Market condi- 
tions again become a factor i the selec- 
tion of the dealers. Under favorable 
conditions, fewer dealers are requited to 
make an offering a success. 


CAREFUL DEALER SELECTION 


Conditions vary in different parts of 
the country. Some sections of the coun- 
try readily absorb issues of a special 
character, whereas other issues perhaps 
equally as safe and attractive, would not 
be as favorably received because of local 
prejudices, higher interest rates or vari- 
ous other reasons. Various sections of 
the country have been educated along 
the lines of certain types of investments 
or have become accustomed to them 
through years of habit, so that the recep- 
tion of an issue, no matter how well se- 
cured or sponsored, will not always re- 
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ceive the same consideration in different 
nters. 

Complete and very carefully kept 
records show Blank & Co. all of these 
facts when it prepares the list of dealers 
who are to be invited to participate in 
the offering of the East and West Util- 
ity Company bonds. 

Invitations to become part of the dis- 
tributing group are extended only to 
dealers who are accustomed to handling 
securities such as those of the East and 
West Utility Company, who sell them 
to an investing rather than a speculative 
clientele, who are financially responsible, 
have a proper regard for business ethics, 
and who are in good standing, not only 
with Blank & Co., but among their local 
competitors. 

The fundamental idea behind this 
careful selection of dealers is to have 
the bonds widely distributed, well 
placed, and handled by dealers where 
standards and clientele will contribute 
to the successful saic of the bonds in 
their local territories. 

There is but one more step before 
actually making the wholesale offering 
of the bonds to the selected list of deal- 
ers, that is, deciding the amount to be 
wholesaled. Blank & Co. decided that it 
can retail $4,000,000 worth of bonds 
among its own investor clientele. The 
members of the banking group have al- 
ready indicated they will take $20,000,- 
000 of the bonds, in other words they 
have agreed to take amounts of bonds 
equivalent to their banking group in- 
terests. 

There are, therefore, $6,000,000 of 
East and West Utility Company bonds 
to be distributed by the dealers and the 
word “dealers” is used to include both 
the investment bankers and banks which 
have a distributing department. 


ce 


MAKING THE WHOLESALE OFFERING 


Generally speaking, there are two 
ways in which Blank & Co. may act in 
making the wholesale offering. 

First, acting upon the complete in- 


formation which they have regarding the 
distributing ability of various dealers they 
may allot each one a specific amount, 
$10,000, $25,000, $50,000, $100,000, 
and so on. Customarily, the dealers must 
accept or reject these allotments by a cer- 
tain hour on a certain day, for instance 
by 11 o'clock on the day of the whole- 
sale ‘offering. 

Secondly, Blank & Co. may leave the 
question of amount entirely to the dis 
cretion of the dealer. In this case, deal- 
ers are notified that their applications, 
or, as they are called in bond-lore, sub- 
scriptions, will be entered strictly sub- 
ject to allotment, Blank & Co. reserving 
the right to close the subscription books 
or withdraw the offering without notice, 
reject any or all offerings, and to award 
a smaller amount than applied for. 

In the first instance, each dealer knows 
definitely to what extent he can sell 
bonds, as Blank & Co. has indicated that 
he has a specific amount to sell provided 
he accepts the allotment. In the second 
instance, the dealer does not know what 
amount he will have available for sale 
until he receives his allotment by tele- 
graph or mail. 

If the allotment method were used by 
Blank & Co., it would simply await ad- 
vices from the dealers as to whether or 
not the amounts would be accepted. 

Under the subscription method, how- 
ever, the procedure is more involved. 
Blank & Co. records the applications as 
fast as they are received. If the applica- 
tions do not come up to the $6,000,000 
which are to be sold at wholesale, then 
the banking group, members of which 
automatically join the distributing group, 
are liable on a pro rata basis for the un- 


sold balance. 
WHEN THE ISSUE IS OVERSUBSCRIBED 


If the applications received total more 
than $6,000,000, which is far more fre- 
quently the case, then it becomes neces- 
sary to give dealers lesser amounts than 
they applied for in order to reduce the 
total to $6,000,000. 
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There are several ways in which this 
reduction is accomplished. First, a per- 
centage basis may be used, that is, each 
dealer may receive, for example, 75 per 
cent. of the amount he applied for. 
Second, it may be decided to give dealers 
$5000 on applications for $10,000; $10,- 
000 on applications for $25,000; $20,000 
on applications for $50,000 and so on. 
Third, it may be decided to give dealers 
who applied for smaller amounts, say 
$5000 and $10,000, just what they ap- 
plied for, and to apply the reductions to 
applications for $15,000 or more. 

It is frequently the case that dealers 
who apply for very large amounts are 
subjected to the severest reductions. 
These large applications are sometimes 
“padded,” as dealers very often foresee 
that an offering is going to be success- 
ful and so, anticipating that they will 
not obtain the amount for which they 
apply, they enter applications for 
amounts which are actually more than 
they expect to get, and which they as- 
sume may be reduced to amounts which 
more nearly correspond with what they 
wish to obtain. 

After the allotments for the dealers 
have been determined, they are notified 
by telegraph or by letter whether their 
applications have been allotted as en- 
tered, or whether, on the other hand, 
they have been allotted a lesser amount 


SELLING THE GENERAL PUBLIC 


The wholesaling process has now been 
completed. Dealers throughout the coun- 
try have been enlisted in a selling organ- 
ization which has as its objective the sale 
of the issue to the general public. 

This machinery is not devised solely 
for safeguarding the interest of the in- 
vestment dealers without regard for the 
interests of the investing public. It is 
the vast number of investors throughout 


the country who in the final analysis 
become the holders of the securities 
which are distributed through the whole- 
saling process. Houses of issue, there- 
fore, must give just as serious thought to 
the interests of the investors in marketing 
the bonds, as they do to the preliminary 
investigations of an issue before purchas- 
ing it. 

The securities must be offered at prices 
which give the investors the opportunity 
to place their funds at a rate of interest 
which is in keeping with conditions and 
other investment opportunities of similar 
character. 

The fact that dealers are not permitted 
to sell securities at more or less than a 
stipulated price during a certain period 
is likewise a requirement which benefits 
the investor. When a new issue is of- 
fered, the investor has the assurance that 
he is offered the opportunity to buy the 
securities at a price which is being uni- 
formly observed. 

It would not be possible to offer an 
issue of securities to the public without 
some definite understanding among deal- 
ers as to price; otherwise the market for 
securities would become demoralized and 
the investor would not know at what 
price to buy. 

The machinery by which securities are 
wholesaled has been developed by the 
demands of the times. It is an essential 
in the continuation of civic and indus 
trial progress for in every aspect of life 
can be seen the many modern necessities 
and conveniences which have been made 
possible through the sale of securities. 

The railroads on which we travel, the 
electric light and gas in our homes, the 
schools to which we send our children, 
the parks in which we recreate, the lum- 
ber in our houses, the meats on our tables 
from the great packing houses—these are 
but a few of the countless essentials made 
available through such distribution of 
securities. 
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KEEPING THE LAWYER IN MIND IN TRUST 
NEW BUSINESS EFFORT 


By THEODORE TEFFT WELDON 


O trust company can attain any- 
N thing approaching its maximum 

efficiency in getting fiduciary 
business without the approval, respect 
and co-operation of the bar. Ass trust 
companies are having this fact more and 
more forcibly borne in upon them, they 
are making gestures and beckoning signs 
to the attorneys, only to find that the 
attorneys are not always so impressed 
with the desirability of an alliance. 
Trust companies state, speciously, that 
they co-operate with attorneys, without 
any very definite idea of just what this 
co-operation consists. And too often the 
statement is backed up by no effort in 
this direction. There are other cases, by 
no means uncommon, in which the de- 
sire for business clouds the vision of a 
trust company, leads to doing things 
which no suave statements will undo, 
and results in the company’s placing 
itself in the unfavorable light of insin- 
cerity. 

It would seem, therefore, that every 
trust company should very carefully 
think this proposition through, decide 
whether it wants really to co-operate 
with the bar or only to seem to; weigh 
its chances of increased business from 
the standpoint of playing a lone hand or 
from the standpoint of taking the lawyer 
into the picture. It should lay down 
what it expects to do for the lawyer as 
well as what it hopes to get from him. 
It should form a very definite policy and 
then adhere to it without too many glar- 
ing breaches for expediency. 

Let us start with the admission that 
the lawyer can do more for the trust 
company than it can do in return. The 
lawyer can send trust business to the 
company; he can suggest naming the 


company -in wills and trust agreements; 
he can advise the setting up of trusts; 
he can employ the company in its agency 
and safekeeping services to handle the 
routine in connection with executorships 
and trusteeships in which he or one of 
his clients is named. In doing any of 
these things, all he can expect in return 
is less legal work than if a less efficient 
fiduciary were named, and there is often 
much doubt if it will yield him even 
this irreducible minimum. 


RELATION OF ATTORNEY AND CLIENT 


Almost every man of any worthwhile 
means has an attorney. The relation 
ship is very apt to be one of long stand- 
ing which has ripened into warm esteem 
and deep friendship. Having long en- 
joyed a client’s confidence, having an in- 
timate knowledge of his affairs, having 
served him faithfully and well, the at- 
torney’s opinion is not to be taken lightly 
on any question so all embracing as well 
as so legal as that of deciding the provi- 
sions of a will, naming an executor and 
setting up trusts. If the attorney 
chooses to advise against the trust com- 
pany, to damn it by faint praise, or even 
to remain eloquently neutral, the get- 
ting of new trust business experiences a 
severe sinking spell. 

No co-operation which the trust com- 
pany could afford the lawyer would 
benefit him as much as if he should in- 
sinuate himself into the position. Again, 
he can suggest the appointment of the 
wife, the son, the relative, stating that 
thus the fee will be kept within the 
family, and of course he will give what 
professional help is needed. In that 
case, there will be much more work for 
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himself, and he would be justified in col- 
lecting a far bigger fee, for even if the 
trust company retained him at every pos- 
sible opportunity in connection with the 
estate, it would need none of the help 
and advice which would be required of 
him to steer an individual through the 
intricate maze of estates’ administration. 

So, any way we look at it, if the 
lawyer has his own interests at heart, 
he will not go to any great lengths to 
assist the trust company in securing ap- 
pointments among his clients. But most 
lawyers of this class—the trusted friend 
and adviser of the well-to-do—do not 
consider their own ends when counseling 
with a client. They are first, last and 
always concerned with serving his best 
interests. Since these are the lawyers 
that weigh in the placing of trust busi- 
ness and the only ones which can do the 
trust company any considerable amount 
of good, it is as well to forget the others. 

Now when the whole proposition is 
put upon the footing of the greatest 
benefit to the testator, we have a sound 
foundation upon which to work and a 
solid basis upon which to place our argu- 
ment of co-operation. 

The first problem of a trust company 
then becomes one of changing its mental 
attitude—of deciding that attorneys are 
working for the good of their clients. It 
would, therefore, be logical to send at- 
torneys letters and advertising describing 
the company’s principles and practice in 
managing estates, how efficient, syste- 
matic and thorough its work is, how 
reliable, experienced and permanent its 
organization is, how it handles property, 
decides investment problems, reviews es’ 
tates, counsels with heirs, and how 
humanly it cares for beneficiaries who 
need kindly sympathetic treatment. 

Next. the trust company can make it 
thoroughly understood to the lawyer 
that it is not using its prerogative of 
advertising to take his practice away. It 
is not advertising trust services and then 
giving all manner of legal service as a 
free addenda tacked on to its fiduciary 
functions to make them more attractive. 


If it does not make this fact clear, and 
if it does not adhere to very rigid prac. 
tices in this regard, the trust company 
will rapidly eliminate itself from the 
recommendations of lawyers. The at 
torney is entitled to reason that if it does 
not play the game in utmost fairness to 
him, then it might try sharp practices 
upon his clients. 


MENTION LAWYER IN ADVERTISING 


The trust company can mention the 
lawyer in its advertising. It can invite 
him to conferences with their mutual 
client where estate matters are to be dis- 
cussed, where will provisions are to be 
outlined, where tax economies are to be 
planned. Some of the most successful 
companies advertise that they do not 
write wills or give legal advice—that is 
the function of a lawyer—but that they 
do have a broad experience in the prac- 
tical working out of various will provi- 
sions aside from the legal end. This is 
of utmost help to both lawyer and client 
in planning future family protection and 
harmony. 

It is, of course, impossible for a trust 
company to take a positive and rigid 
stand as concerns the lawyers. People 
have become so accustomed to calling 
upon their banks for all kinds of services 
that often an old and valued client will 
virtually demand that his bank draw his 
will. It it refuses flatly, it may not only 
lose the trust appointment, but may 
seriously offend or even lose the cus 
tomer in all his connections with the 
bank. The most that can be done in 
such a case is to reason with him; show 
him how the advantages of having an 
outside attorney's viewpoint on his will 
far outweigh the nominal fee, and point 
out the unfairness of the bank’s usurp 
ing the business of the bar. 

Again, although a trust company 
makes it known that it endeavors to re 
tain the lawyer who drew the will to 
handle the legal work in connection with 
the estate, there are often cases where 
he may not be fitted to conduct certain 
difficult litigation. 
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And now comes an all important mat- 
ter of selling technique. A _ prospect 
comes to the trust officer to discuss a 
plan for the protection of his depend- 
ents after his death. This man explains 
his family situation, outlines what he 
would like to accomplish for each heir, 
discloses the extent of his property, its 
nature and so on. When the interview 
approaches its end, let us assume that 
the trust officer has solved the problem; 
he has sketched a plan which satisfies the 
prospect; his suggestions have met with 
thorough approval. The prospect is in 
a frame of mind to do business. 

Now the trust officer is confronted 
with what may seem to be a difficult de- 
cision. If he offers to have the man’s 
will drawn up by the bank’s attorney, 
incorporating the ideas they have 
worked out together, all procrastination 
and possible slip-up may be avoided and 
the sale may move easily and quickly to 
conclusion. Probably the lwayers of the 
city will never hear about it anyway, 
and why should he take a chance on 
losing or at least delaying the business 
by sending this man away to see his at- 
torney when this is the psychological 
moment to strike while the iron is hot? 
Yet if he pursues this course he is surely 
and certainly digging his grave with the 
attorneys. 

If he seizes the other horn of the dil- 
emma and asks his prospect to go to his 
own attorney to have the will drawn, 
any of several things may happen. The 
man may say he has no attorney, and 
ask him to do it. He may delay in going 
to see his lawyer until he has cooled off 
on the proposition. He may leave the 
trust officer with a feeling that inasmuch 
as he has decided what he is going to do, 
there is no particular rush about doing 
it, and may be years in getting around 


to it. He may discuss it with his wife 
and family that evening at home, and 
they may object so strenuously that he 
wil! wait and think it over some more. 


Hi: lawyer may suggest some other han- 


dling of the estate less advantageous to 
the trust company. He may forget some 
of the finer points of the plan as outlined 
and garble the matter so that the will 
may have to be reframed. 

So it becomes obvious that neither 
of these two plans is wise. One sacri- 
fices the good will of the lawyers; the 
other may lead to delay, a lot of addi- 
tional work, and possibly the loss of the 
business. 


MOST SUCCESSFUL COURSE 


Possibly the most successful course is 
for the trust officer to carry the project 
through himself, With the testator’s at- 
torney. He can suggest to the man that 
he will write up the provisions of the 
will or the agreement in explanatory 
form and will himself take it to the 
prospect’s lawyer and have the instru- 
ment drawn. Then the three of them, 
testator, lawyer. and trust officer, can 
meet, read the document, be sure it re- 
flects the prospect’s wishes, and have it 
signed and attested. 

Thus many things are accomplished 
for the mutual advantage of all con- 
cerned, and the sale moves even more 
surely and quickly and satisfactorily to 
its conclusion. If the prospect has no 
attorney, he can certainly suggest one 
whom he would be willing to have to do 
the work. Any feeling that he should 
keep the transaction confidential between 
just himself and the trust officer can be 
easily dispelled for there are surely no 
persons whatever who keep confidences 
as inviolate as good attorneys. The mat- 
ter of a lawyer’s fee cannot be of con- 
sequence in so vital a matter as the 
disposition of all of a man’s property, 
and the advantages of this outside legal 
viewpoint certainly offset it many times. 

When the trust officer takes the out- 
line of the will to the attorney he has 
given tangible proof of co-operation 
which will travel from lip to lip, where- 
as, if the testator goes to his attorney, 
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even at the trust company’s suggestion, 
it is doubtful if he will even mention 
that fact, and the trust company will 
get no credit whatever with the lawyer 
for having insisted that he be retained 
for this duty. 

By going himself to the lawyer, the 
trust officer has as full a voice in the 
framing of the will as though he were 
to draw it himself, he makes a friend of 
the lawyer, he removes all possibility 
of the lawyer’s resisting naming the trust 
company, and he gets most valuable as- 
sistance in hastening the close of the 
deal. 

FINANCIAL MATTER 


The management of property for the 
support and benefit of posterity is after 
all a financial matter and one in which 
a financial institution must interest itself. 
In giving this business publicity and in 
increasing public understanding of trust 


services, will making is given a great im- 
petus and this in turn increases the 
business of lawyers. 

The trust officer must take the initi- 
ative, write the attorneys of the com- 
munity, call upon them, meet them at 
their luncheons and gatherings, put them 
on his advertising mailing lists, and see 
that more and more of them come to 
know what his trust company is doing, 
how it is doing it, and the value to their 
clients of naming it. 

The co-operation toward attorneys 
becomes, finally, an attitude, a frame of 
mind, and a sincere endeavor to see that 
the lawyer gets the proper consideration, 
that he is brought into the picture wher- 
ever he belongs, that he is dealt with 
openly and above board and that he is 
made to feel that the trust company ap- 
proaches its responsibilities in a spirit of 
doing all it can in reciprocation for the 
lawyer’s efforts. 
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An interesting feature of the construction of the new building of the Equitable Trust 
Company of New York is the bridging of the building of J. P. Morgan & Co., by 


means of an eighty-four ton steel truss. 


This will enable the architects of the new 


Equitable building to work out a rectangular shape for the Broad street wing. The 
truss is 60 feet long and projects over about 20 feet of the southeast corner of the 


Morgan building. 


Its presence and a twenty-one year renewing lease, which may run 


to ninety-nine years, will prevent any addition to the height of the Morgan building, 
at least on that corner. 

















OFFICE 
SPACE 
NOW 
BEING 
RENTED 


Applications for office space in the new twenty-five 
story home of INDUSTRIAL TRUST COMPANY 
are now being filled. The building will be the 
tallest in Providence and conveniently located in the 
heart of the business and financial district. It will 
be ready for occupancy during the summer of 1928. 


The modern pyramid style of architecture has been 
adopted to give adequate daylight to all offices. 
Special attention has been given to express and 
local elevator systems which assure rapid transpor- 
tation within the building. Vaults and banking 
rooms of INDUSTRIAL TRUST COMPANY will 


occupy the first three floors and two mezzanines. 


Office space reserved in advance may be arranged to 
suit the desires of tenants. Address inquiries to 


G. L. & H. J. Gross, Agents, Providence, R. 1. 


INDUSTRIAL 
TRUST COMPANY 


Resources More Than $100,000,000 Member of Federal Reserve System 
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PROBLEMS IN BANK CREDIT 





By M. E. ROBERTSON 





before, a reply will be made by mail. 





THE BANKERS MAGAZINE has secured the services of a capable credit man to 
answer the inquiries of readers on current problems of the credit manager. Questions 
of general interest to credit men and bankers will be answered and only the initials of 
the persons asking the question will be used. In case the question is not one of 
particular interest to bank credit men as a whole or is one which has been answered 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be includcd to enable the 
editor to draw the proper conclusion. Inquiries should be addressed to the Editor, 
Bank Credit Problems, THE BANKERS MAGAZINE, 71-73 Murray Street, New York. 

















UESTION: I have read with much 

interest your column in THE BANK- 
ERS MAGAZINE. Although many ques- 
tions arise, I have never before written. 
We had a discussion recently regarding 
the appearance of an item in a stctement 
headed “Mutual Insurance Deposits.” 
This item appears more frequently in 
statements of concerns in some lines of 
business than in others. Various opin- 
ions were expressed and I would appre- 
ciate your views. — L. &. 


ANSWER: The item “Mutual Insur- 
ance Deposits” represents money de- 
posited by the business to secure a 
mutual form of insurance protection and 
differs from insurance secured in the 
usual manner. A group of houses will 
decide that it would be profitable to 
carry their own insurance. They en- 
deavor to estimate an expected average 
on which their losses might be based 
and decide on an amount that would 
represent a reasonable deposit for each 
concern to make to a general fund. Each 
concern makes this deposit and losses 
sustained by any member are paid from 
this general fund. Each member's de- 
posit is taxed its pro rata share. 

At the end of certain designated 
periods, the members are advised as to 
the status of their deposits and informed 
as t) the amount to which it should be 
incr-ased. Each member br’ngs it un to 
the desired quota to continue member- 


ship. It is simply a method for houses 
carrying their own insurance and the 
practice is much more prevalent in some 
lines of business than in others. Inas- 
much as these deposits represent cash, 
the question may arise in the minds of 
some as to the treatment of the item in 
statement analysis. Asa going concern 
the item cannot really be classed as 
quick because as long as insurance is 
carried in this mutual form, the deposit 
must remain. If other insurance was 
taken it would be essential to pay an ad- 
vance premium, which in the form of 
“Prepaid Insurance” would not be 
classed as quick. Perhaps the premium 
of regular insurance would largely off- 
set any returned cash from “Mutual In- 
surance Deposits.” It is, therefore, safe 
to carry the item “Mutual Insurance 
Deposits” as a slow asset. 


QUESTION. When a company has 
a funded debt and a sinking fund oper- 
ates to retire a portion of the bonds each 
year, it is usual to have a sinking fund. 
This sinking fund is in the hands of a 
trustee, usually a bank and the trustee 
receives money from the company at 
regular intervals which it holds until it 
calls bonds and pays them off. The 
trustee does not always hold sinking 
fund money in the form of cash, but 
frequently buys bonds. When the trustee 
holds cash and bonds, what treatment 
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should be given the item? Should the 
asset be called quick or slow/ 
C. M. M. 


ANSWER: When placing the state- 
ment of a company having a funded 
debt, a copy of the indenture under 
which the bonds were issued should be 
obtained. This indenture should be 
carefully read. It should be determined 
in just what manner the sinking fund 
operates and what portion of the bonds 
the company expects to retire each year. 
The amount of bonds to be retired dur- 
ing the year should be set up in the bal- 
ance sheet as a current liability. It then 
holds true that if the liability has been 
considered current, the asset which has 
been established in the form of cash and 
bonds, to pay that current liability, 
should be considered current. If you 
could not establish what portion of the 
bonds was to be retired within the year 
and could therefore set up none of the 
bonds as a current liability, then it also 
holds that the asset should not be con- 
sidered current. Also, while the current 
liability might readily exceed the current 
asset of funds with trustee, the current 
asset of “funds with trustee” should not 
exceed the current liability. 


QUESTION: There has been con- 
siderable discussion regarding “Loans 
from Partners” in a business. I have 
never been able to establish in my own 
mind the same importance of the ill ef- 
fects of this item as some of my asso- 
ciates have felt should be established. I 
realize that there are some ill effects, 
but would like to have your views. 


© &. 


ANSWER: There are several angles 
from which this can be viewed. Let us 
take the liberal angle from the partner's 
side. Here is a partner with great con- 
fidence in his business and his other 
partners. The business needs money and 
he extends a loan to it. This also holds 
in the case of a corporation. Of course, 
in the event of a partnership failing, 


each partner is liable for the full debts 
of the partnership. In the case of a 
corporation, an officer or director who 
had loaned the corporation would appear 
as a creditor. The general criticism of 

the appearance of such items in the 
balance sheet is that in the event of the 
corporation or partnership going bad, all 
these loans will be largely paid off prior 
to failure. In raising such a question we 
raise the question as to the general worth 
and integrity of the moral risk. We 
question whether they will stand back of 
the company and whether they are likely 
to take steps to cheat creditors. If we 
raise such a question it is very near time 
we raise the question as to whether any 
credit is justified. In other words we 
get back to the old question of moral 
risk. If the management is made up of 
the right kind of people, if the moral 
risk is there, I can see no great harm 
in the business having loans from officers 
or partners. Of course, from some 
angles, if the business needs such loans 
permanently, it is evidence that they are 
short of capital, in which event the 
money should go into the capital account. 
Sometimes, however, the partners or of- 
ficers will have excess funds which they 
would rather loan to the business than 
put in a savings account or bonds. Again, 
there may be certain reasons why the 
money cannot be put immediately into 
the capital account. It may be a matter 
of bookkeeping. The chief reasons for 
“Loans from Partners” may be sum: 
marized as follows: 


1. Company needs money and cannot 
get it elsewhere. 

2. Partner has excess personal money 
and would rather put it in the business 
than invest it but other partners won't 
allow him to increase his capital account. 

3. Company just needs general loan. 

4. Unwillingness to put money into 
capital account, due to lack of confidence 
in business. 


It is, therefore, essential to determine 
the reason for such loans and based upon 
the reason, should be founded the 
banker's attitude toward the item. 
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Everything before your eyes! 


SN’T it irritating, when you’re 

posting ledger sheet or state- 
ment, to have to stop and raise 
the carriage of your machine in 
order to see the posting? How 
much easier when the posting is 
directly before your eyes, visible 
all the time ! 
That’s an advantage you have 
when you operate a Dalton bank 
posting machine. All the printing 
directly before you, so 
that you may read it as 7 
you run the machine. 
Operating the machine, 
too, is simplicity itself. 
Only 10 figure keys, sci- 
entifically arranged for 





“touch method” operation. Keep 
your eyes on checks and deposit 
slips—your fingers will find the 
right keys instinctively. And fast! 
This machine is geared to 140 
strokes per minute—40 more 


than the ordinary bank posting ~ 


machine. You can easily handle 
25% more work on a Dalton. 
The local Dalton Sales Agent will 
gladly demonstrate these and 
other exclusive advan- 
tages of the Dalton bank 
posting model. Drop in 
at his office any time. Or 
phone him—he will ar- 
range a demonstration at 
your convenience. 


DALTON ADDING MACHINE DIVISION OF 
REMINGTON RAND INC. 
Cincinnati, Ohio, U. S. A. 


Sales Agencies in all the Principal Cities of the World 


Dakin 


Adding-Calculating - Bookkeeping - Statement 
and ‘ Cash Register ’’ Machines 
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BANKING AND COMMERCIAL LAW 


Important Decisions of Current Interest Handed Down by State and Federal Courts Upon 
Questions of the Law of Banking and Negotiable Instruments 


LIABILITY WHERE BANK AC- 
KNOWLEDGES RECEIPT OF 
OVERDRAFT CHECK BY 
MAIL 


City National Bank of Fort Smith v. 
Citizens Bank of Pettigrew, Su- 
preme Court of Arkansas, 290 
S. W. Rep. 48. 


HERE a person deposits to his 
credit in his bank a check 


drawn on the same bank by 
another depositor, the bank will not be 
permitted to revoke the credit given to 
the depositor upon subsequently learn- 
ing that the check is an overdraft. The 
duty is upon the bank to ascertain 
whether the check is an overdraft before 
giving credit to the depositor. Once 
having given credit, the bank is in the 
same position as if it had paid the amount 
of the check in cash and the check hold- 
er had thereupon deposited the cash to 
his credit. 

This rule has been held to apply in a 
case where the holder of a check mails it 
to the drawee bank for credit to his ac- 
count and the drawee gives the depositor 
credit for the amount and so notifies him 
of that fact by mail. The rule, however, 
was held not to apply in the present case 
under the following circumstances. 

It appeared that the holder of a check 
mailed it to the drawee bank for credit 
to his account. The drawee acknowl- 
edged it by a card saying that credit had 
beer. given and charged the drawer’s ac- 
count but did not credit the holder's 
account on its books. The drawee later 
discovered that the check was an over- 
draft and returned the check to the 
holder. It appeared that the holder re- 
ceived the check in payment of a past 
indebtedness and that it knew at the time 
that the check was drawn against insuf- 
ficient funds. It was held that the 


drawee was entitled to revoke the credit 
given and was not liable to the holder 
for the amount of the check. 

Suit by the Citizens’ Bank of Petti- 
grew against the City National Bank of 
Fort Smith. Decree for plaintiff, and 
defendant appeals. Reversed, and action 
dismissed. 

So far as the issues raised by the ap- 
peal in this case are concerned, this is a 
suit in equity by the Citizens’ Bank of 
Pettigrew against the City National 
Bank to recover the sum of $1000, the 
amount of a draft drawn on the defend- 
ant in favor of the plaintiff and alleged 
to have been accepted by the defendant. 
The suit is defended on the ground that 
the drawer of the draft had no funds in 
the defendant’s bank with which to pay 
it and that the acceptance of the de- 
fendant was made under a mistake of 
fact. 

The record shows that on November 
10, 1923, the Citizens’ Bank of Petti- 
grew, in Madison county, Ark., mailed 
at Pettigrew to the City National Bank 
of Fort Smith, Ark., the following draft: 

“Nov. 6, 1923. 
“The Farmers’ State Bank, Oklahoma, 

City, Okl. 

“Pay to the order of Citizens’ Bank 
($1000.00) one thousand dollars for 
value received and charge to account of 
R. J. Conneway. To City National 
Bank, Fort Smith, Ark.” 


November 11th was Sunday, and No- 
vember 12th became Armistice Day and 
a holiday. When the City National 
Bank opened for business on Tuesday, 
November 13th, the draft had arrived. 
One of the clerks in the bank mailed on 
the same day a postal card to the Citi- 
zens’ Bank of Pettigrew, which is as 
follows: 

“The City National Bank, Fort Smith, 
Ark., November 13, 1923. Your letter 
of 11, received. 
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rotecting business funds 





in every land 







i. EVERY principal city of the United 
States and in sixty-four foreign coun- 
tries, Todd offices are to be found. 

These agencies were established and 
are equipped to do more than sell Todd 
products. The sale is merely the be- 
ginning of Todd interest and responsi- 
bility. The service rendered is that 
of experts—men whose character and 
training fit them to discuss helpfully 
every phase of check protection. 

The assistance that Todd experts 
have rendered banks all over the world 
cannot be calculated in dollars and 
cents. By preaching the dangers of 
check fraud, they have been a tremen- 
dous factor in curbing the slipshod 
methods so often employed by careless 
depositors. By introducing in banks 
Todd Protectographs and Greenbac 
Checks, they have provided real pro- 
tection against check-raising, forgery 
and counterfeiting, for which banks 
themselves are often held responsible. 

If your bank has not had the service 
of a Todd expert, you are overlooking 
information and _ business assistance 
that you could not secure from any 
other source. A Todd expert can show 


The black dots on the 
maps indicate that 
Todd sales and ser- 
vice agencies are lo- 
cated to serve the 
centers of population 


everywhere, 





you how to speed up the work in the 
tellers’ cages; how to make your de- 
positors co-operate with your employees 
in this work; how to protect every 
check that is made out by your bank. 

Write or wire for a Todd expert to 
call and explain the Todd System of 
Check Protection. When he calls, re- 
member that the company he represents 
has been a leader in the check-protec- 
tion field for twenty-eight years; that 
over a million Protectographs are now 
in use (in banks and business houses) 
in the United States alone. The Todd 
Company, Protectograph Division. (Est. 
1899.) 1139 University Avenue, Roch- 
ester, N. Y. Sole makers of the Pro- 
tectograph, Super-Safety Checks and 
Todd Greenbac Checks. 


TODD SYSTEM 
OF CHECK PROTECTION 
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We credit your account ........ 1000 
We entered for collection ...... 
We debit your account .......... 

“Checks and drafts on other points 
credited subject to payment. 

“Yours truly, 
“The City National Bank.” 

The account of R. J. Conneway was 
also charged with the sum of $1000 by 
another clerk. The attention of the 
cashier of the City National Bank was 
called to the matter later in the day of 
the 13th inst., and he examined the ac- 
count of Conneway to see if he had any 
funds in the bank. Finding that Conne- 
way had no funds in the bank, he di- 
rected the draft to be at once returned to 
the Citizens’ Bank of Pettigrew. This 
direction was given before the close of 
banking hours, but it seems that the 
letter returning the draft was not re- 
ceived by the Citizens’ Bank of Petti- 
grew until November 15, 1923. The 
advice card or acceptance copied above 
was received by the Citizens’ Bank of 
Pettigrew on November 14, 1923. 

According to the testimony of the 
cashier of the City National Bank, 
Conneway was not a regular customer 
of the bank, but had borrowed money 
from it on one occasion previously and 
had deposited some collateral security 
with the bank. The amount so borrowed 
was due and unpaid at the time of the 
transaction in question, and the collateral 
was still in the hands of the City Na- 
tional Bank. The draft and notice of 
non-payment was dated November 15th, 
but this was a mistake of the sten- 
ographer and the actual date was No- 
vember 13th. The direction of the 
cashier to return the draft with notice 
of non-payment was made during bank- 
ing hours but too late to be forwarded 
to the Bank of Pettigrew on that day. 

The Citizens’ Bank of Pettigrew re- 
fused to accept the return of the draft 
on the ground that the postal card re- 
ceived by it, above referred to, was an 
absolute acceptance of the check and was 
not merely an advice card showing the 
receipt of the draft as claimed by the 
Citizens’ National Bank. R. J. Conne- 


way had been connected with the Citi- 
zens’ Bank of Pettigrew, and that bank 
knew that he had no funds on deposit in 
the City National Bank at the time the 
draft in question was drawn, but it ex- 
pected that Conneway would be in Fort 
Smith on November 12, 1923, and ar- 
range for the payment of the draft. 
Conneway had returned from Oklahoma 
and was in the Citizens’ Bank of Petti- 
grew on the day the card of acceptance 
or advice was received, which was No- 
vember 14, 1923. The Citizens’ Bank 
of Pettigrew, as soon as it received the 
postal card in question, treated it as an 
acceptance or payment of the draft, and 
made an entry in its books crediting the 
account of R. J. Conneway with $1000. 
The draft was given by Conneway to the 
bank in payment of an antecedent in- 
debtedness, and it is not shown that the 
Citizens’ Bank of Pettigrew will in any 
wise be injured if the postal card in ques- 
tion is not treated as an absolute ac- 
ceptance and payment of the draft. 

The chancellor found the issues in 
favor of the plaintiff, and rendered a de- 
cree in favor of the Citizens’ Bank of 
Pettigrew against the City National 
Bank of Fort Smith in the sum of $1000. 
To reverse that decree, this appeal has 
been prosecuted by the City National 
Bank. 


HART, J. (after stating the facts as 
above) .—Michie in his treatise on Banks 
and Banking, vol. 2, § 141 (1c) lays 
down the general rule governing cases 
of this sort as follows: 

“Where a-check is offered and received 
by the drawee bank as a deposit, credited 
to the holder’s account, and charged to 
the account of the drawer, the transac- 
tion is irrevocably closed and cannot be 
rescinded or recalled by the bank or the 
drawer without the consent of the per- 
son to whom payment was made, except 
for fraud or mistake.” 


The general rule proceeds upon the 
theory that when a bank accepts a check 
or draft on itself by depositing to the 
credit of the person presenting it, the 
amount of the check, it is presumed to 





More than 300,000 
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Telephone Service 


a, (04 i. carefully trained army 
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* possible the interchange of 
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of the Beil System, can be bought in the 

open market to secure a good return. Wri 
for booklet, ‘Some Financial Facts.” 
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know whether the check at that time is 
good or not, and if it unconditionally ac- 
cepts it, it cannot thereafter repudiate it 
in this respect. The general rule has been 
recognized and followed by this court. 
Burns v. Yocum, 81 Ark. 127, 98 S. W. 
956, and Sanders v. W. B. Worthen 
Co., 122 Ark. 104, 182 S. W. 549. 

In American National Bank v. Miller, 
185 F. 338, the Circuit Court of Ap- 
peals, Sixth Circuit, lays down the rule 

‘to be that where a check was offered and 

received by the drawee bank as a de- 
posit, credited to the depositors’ account 
and charged to the account of the 
drawer, the transaction constituted com- 
plete payment of the check and could 
not be rescinded except for fraud or mu- 
tual mistake. This case was appealed 
to the Supreme Court of the United 
States and the judgment affirmed in 229 
U.S. 517, 33 S. Ct. 883, 57 L. Ed. 1310, 
under the style of the American Na- 
tional Bank v. Miller. Mr. Justice 
Lamar, who delivered the opinion of the 
court, in discussing the subject said: 

“There are some disadvantages of 
sending a check for collection directly to 
the bank on which it is drawn, but when 
such bank performs the dual function 
of collecting and crediting the transac- 
tion is closed and, in the absence of fraud 
°> mutual mistake, is equivalent to pay- 
ment in usual course. National Bank 
v. Burkhardt, 100 U. S. 686, 689, 25 
L. Ed. 766.” 

We are of the opinion that the excep- 
tions recognized in the cases just cited 
are in accord with the holding of this 
court on the subject. In Arkansas Trust 
@ Banking Co. v. Bishop, 119 Ark. 373, 
178 S. W. 422, the court said: 

“The only question in this case for the 
decision of the jury was whether the 
bank accepted the check and became 
liable to the payment of the amount for 
which it issued its deposit slip to the 
drawee (payee?) thereof. The inten- 


tion of the parties to the transaction 
could properly have been shown for the 
determination of this question, and the 
bank having issued its regular deposit 
slip 


or ticket for the amount of the 





check to the drawee (payee?) thereof, 
the burden rested upon it to show that 
it was not in payment of the check.” 

Again, in Sanders v. W. B. Worthen 
Co., 122 Ark. 104, 182 S. W. 549, the 
court said: 

“When a check is taken to a bank 
and the bank receives it and places the 
amount to the credit of the customer, the 
title to the check is vested in the bank. 
The rule as stated is not an absolute rule, 
but it is prima facie merely and yields 
to the intention of the parties, express or 
implied, from the circumstances.” 

It is a well-recognized doctrine of 
equity jurisprudence that fraud or mis- 
take vitiates every transaction. It is evi- 
dent that if the bank acted through a 
mistake of fact in making the acceptance, 
it should not be bound thereby unless 
the other party suffered some loss on 
account of its act in making the accept- 
ance. 

In the case at bar, no loss was suf- 
fered by the Bank of Pettigrew. It knew 
that Conneway had ‘drawn the draft in 
its favor in payment of an antecedent 
indebtedness and that he had no funds 
in the City National Bank at that time 
with which to meet it. It also knew 
that he intended to go to the City Na- 
tional Bank at Fort Smith by the 12th 
of November and make arrangements 
for the payment of the draft. Conneway 
was in the bank when the post card 
copied in our statement of facts was re- 
ceived. The Citizens’ Bank of Petti- 
grew did not ask him if he had made ar- 
rangements to pay the draft with the 
City National Bank, but credited his ac- 
count with the amount of the draft. In 
doing so, the Bank of Pettigrew treated 
the post card as an absolute acceptance 
instead of a card advising it that the 
draft had been received by the City Na- 
tional Bank. It is true that the card on 
its face, is an absolute acceptance, but, 
according to the testimony of the cashier 
of the City National Bank, it was not 
intended as such, but was only intended 
to be a notification that the bank had re- 
ceived the draft. 

It is also true that the bookkeeper 
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count of Conneway in the hurry of the 
day which was caused by the accumula- 
tion of business on account of the two 
previous days being holidays, and that 
there was no intention to treat the trans- 
action as completed until the close of the 
day’s business. 

The postal card was not intended to 
be an absolute acceptance, but was only 
intended by the bank to be a card advis- 
ing the Citizens’ Bank of Pettigrew that 
the draft had been received. No loss was 
suffered by the Citizens’ Bank of Petti- 
grew on account of the transaction. 

The result of our views is that the 
City National Bank never intended to 
treat the transaction as a completed one 
and that it had a right to correct the mis- 
take when it discovered on the same 
day that Conneway had no funds in the 
bank with which to meet the draft. The 
Citizens’ Bank of Pettigrew, having been 
promptly notified and having suffered no 
loss on account of the mistake, is in no 
position to claim that the facts of this 
case did not bring it within the exception 
that the acceptance was made under a 
mistake of fact. It follows that the de- 
cree must be reversed, and, inasmuch as 
the case of the plaintiff seems to have 
been fully developed, its cause of action 
will be dismissed here. 


HOLDER OF CASHIER’S CHECK 
NOT A PREFERRED CREDITOR 


Massey-Harris Harvester Co., Inc., v. 
First State Bank of Cunningham, 
Supreme Court of Kansas, 252 
Pac. Rep. 247. 


The holder of a cashier's check is not 
entitled to a preference in the assets of 
the bank issuing the check upon the 
failure of the bank. His only right is 
to come in and share with the other 
common creditors. 

In this case, the plaintiff company sent 
a note to the defendant bank for collec- 
tion and received from the defendant its 
cashier's check for the amount due to 


credited the account of Conneway with 
the sum of $1000, the face value of the 
draft, on the day that it was received, 
but, according to the testimony of the 
cashier of the bank, this was done 
through mistake. On account of the 
two previous days being holidays, an ac- 
cumulation of business had come through 
the mails, and the routine work of the 
bank was being done hastily on Tues- 
day, which was the day the draft was 
received and on which the transactions 
with regard to it were had by the City 
National Bank. As soon as the cashier 
discovered that this had been done, he 
examined Conneway’s account to see if 
he had any funds on deposit with which 
to pay the draft. Finding that he had 
none, he directed the item to be charged 
off of the books of the bank and that the 
Bank of Pettigrew be notified that the 
draft was returned to it because the 
drawer had no funds with which to pay 
it. This was done during banking hours 
on the day of the 13th of November, 
the day it was credited, although the 
letter notifying the Citizens’ Bank of 
Pettigrew that the draft was returned 
for non-payment for want of funds was 
dated November 15th. The cashier of 
the City National Bank, however, testi- 
fied that was due to a mistake of the 
stenographer and that the letter was di- 
rected to be sent on the 13th, although 
the mistake was discovered too late for 
it to be mailed on the train going to 
Pettigrew on that day. 

The City National Bank acted in the 
dual capacity of collecting agent of the 
Citizens’ Bank of Pettigrew, the holder 
of the draft, and as drawee. In such 
case, there can be no acceptance by de- 
livery until the draft passes through the 
books of the bank, charging the account 
of the drawer and crediting the account 
of the remitting bank and making a com- 
plete transaction. First National Bank 


of Murfreesboro v. First National Bank 
of Nashville, 127 Tenn. 205, 154 S. W. 
965, 45 L.R. A. (N. S.) 240. 

Under the circumstances of this case, 
it is evident that the City National Bank 
charged the amount of the draft to the ac- 
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the plaintiff. Before the plaintiff could 
collect the cashier’s check, the defendant 
bank failed. It was held, under the rule 
stated above, that the plaintiff was a 
common, not a preferred, creditor. 

Action by the Massey-Harris Harvester 
Company against the First State Bank 
of Cunningham and William Docking, 
receiver, for whom Charles W. Johnson 
was substituted. From a judgment that 
plaintiff's claim was not entitled to pref- 
erence, plaintiff appeals. Affirmed. 

Samuel Feller, of Kansas City, Mo., 
for appellant. 

Clark A. Wallace and Paul R. 
Wunsch, both of Kingman, for appellees. 

MASON, J. This is an appeal from 
a judgment against a plaintiff, who 
sought to have a demand against the re- 
ceiver of an insolvent bank, at Cunning: 
ham, declared a preferred claim, as con- 
stituting a trust fund. 

The plaintiff, the Massey-Harris Har- 
vester Company, of Kansas City, in 
July, 1925, sent a note to the bank for 
collection. About August 15 the bank 
collected $3184 on the note and reported 
the fact, asking what to do with the pro- 
ceeds. The plaintiff answered by wire, 
directing a draft to be sent. This was 
not done, but on August 21 a represen- 
tative of the plaintiff called at the bank 
and asked a settlement. The banker 
asked him how he wanted the remittance, 
and he answered that he would take a 
cashier’s check. A cashier’s check for 
$3180 was given him; $4 being held as 
a collection charge. The bank at that 
time had more than that amount of cash 
on hand. The plaintiff's representative 
at once sent the cashier’s check to the 
plaintiff at Kansas City. It was there 
deposited for collection, and in the usual 
course of business reached the Cunning- 
ham bank on August 29. On that day 
the bank sent to the forwarder of the 
check a draft drawn by it on the Federal 
Trust Company, of Kansas City, for 
$8262.28, which included the amount of 
the cashier’s check. This draft was pre- 
sented to the drawee on August 31, 
payment being refused. It has never 


been paid. On September 8 the plaintiff 
was notified that the check had been 
charged back to its account. The last 
day on which the Cunningham bank was 
open for business was September 5. The 
6th was Sunday, and the 7th was Labor 
Day. The bank’s commissioner took 
charge on the 8th. The cash on hand 
then amounted to $400. 

We think the plaintiff was entitled 
to no preference over general creditors 
of the bank. After the bank had made 
the collection of the note, we may assume 
the relation between the plaintiff, and it 
was that of principal and agent and not 
creditor and debtor, and that, if the 
bank had been closed while that condi- 
tion existed, the nlaintiff wo.uls have 
been entitled to reclaim the money as 
its own. But when the plaintiff by its 
representative, having the opportunity 
to receive in cash the proceeds of the 
note, chose instead to accept a cashier’s 
check—doubtless for convenience in 
transmission—it voluntarily placed itself 
in the attitude of an ordinary depositor. 
The situation is substantially the same 
as though the money had been paid over 
the counter and the plaintiff had then 
used it to purchase the cashier’s check. 

Where the holder of a check present: 
ed it to the bank on which it was drawn, 
and upon his request was given for it a 
draft on another bank, which was refused 
payment because the bank drawing it 
failed before its presentation, a pref: 
erence was claimed as in this case. The 
court said: 

“The transaction was the ordinary one 
of the purchase of a draft for conveni- 
ence in the remitting of money, and the 
giving to it of a different name cannot 
alter its essential character. In a stipu- 
lation regarding the facts upon which, 
together with the plaintiff's evidence, the 
case was submitted, it was stated that the 
plaintiff was at no time a creditor of 
the failed bank, but this statement cannot 
overcome the effect of the specific facts 
admitted and shown, if inconsistent with 
them. It must be interpreted as meaning 
either that the plaintiff was not a creditor 
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of the bank, except so far as that relation 
was created by the facts already recited 
in detail, or as a mere conclusion of law, 
to be disregarded by the court if found 
to be incorrect.” Clark v. Bank, 72 
too i, 2, 3, FP. 42,2 b &. A. 
(N. S.) 83, 115 Am. St. Rep. 173. 

In another case it was said: 

“In this case the Chetopa State Bank 
was the holder of checks drawn by vari- 
ous individuals upon the Farmers © 
Merchants’ State Bank. It presented 
these checks at the time of clearing for 
payment. It was in the same situation 
as though it had taken the checks direct 
to the Farmers’ & Merchants’ State Bank 
and there purchased a draft for them, or 
in the same situation as though it had 
purchased a draft from the Farmers’ & 
Merchants’ State Bank for cash. The 
great weight of authority is that under 
such circumstances the relation of debtor 
and creditor is created and not that of 
trustee and cestui que trust. In all, or 
nearly all, of the cases holding to the 
contrary some other element enters into 
it, as that of fraud or fiduciary relation- 
ship, which, as we have already seen, are 
not present in this case.” State Bank v. 


State Bank, 114 Kan. 463, 467, 218 P. 
1000, 1002. 

To meet this line of argument, the 
plaintiff cites a number of cases holding 
that the acceptance of a cashier’s check 
by a creditor is not an absolute payment, 
but merely a conditional payment, de- 
pending on the payment of the check. 
In none of these cases, however, is that 
principle so applied as to warrant a pref- 
erence over general creditors in such a 
situation as that here presented. The 
plaintiff also cites several cases in which 
language is used to the effect that the 
giving of a cashier's check does not 
change the nature of the debt, but that 
rule likewise is applied in circumstances 
quite unlike those here presented, and 
where the question to be determined 
was not whether the relation of debtor 
and creditor resulted. 

In view of the conclusion announced, 
we need not consider whether, if the 
trust character of the deposit were con- 
ceded, there was a sufficient showing 
that the funds in the hands of the re- 
ceiver were augmented by it. 

The judgment is affirmed. 


THE MARKET FOR CORPORATE FIDUCIARY 
SERVICES 


N common parlance, the “market” for 
any commodity is the place where 
it can be sold. But in reporting the 

results of a questionnaire study of the 
market for corporate fiduciary service, 
James G. Smith, instructor in charge of 
statistics at Princeton University, told 
the members of the Trust Company 
Division of the American Bankers Asso- 
ciation that he thought of the “market” 
for trust services as “the physical and 
psychological forces underlying the sup- 
ply and demand” for trust services. He 
investigated, therefore, not only the de- 
mand for trust services, but also the sup- 
Ply of such services and the forces 


operating to bring supply and demand 
together. More than 300 trust com- 
panies and half a hundred national 
banks, large and small, old and young, 
in all states of the Union except New 
Mexico and Nevada, co-operated in 
giving him the information which is sum- 
marized below. 

“The potential demand for personal 
trust services of corporate fiduciaries,” 
said Mr. Smith, “consists of the aggre- 
gate of individual estates, each of which 
is sufficiently large to warrant the pay- 
ment of a fee for handling its invest- 
ments, leaving a large enough margin of 
advantage to its owner to furnish the 
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motives for forming a trust.” A recent 
study by the Federal Trade Commission 
of 43,512 states, probated in twelve 
sates located in various parts of the 
United States and the District of Colum- 
bia, shows that the aggregate of all 
estates over $50,000 constitutes 62.2 per 
cent. of the total wealth, though it is 
owned by only 4.7 per cent. of the popu- 
lation. The aggregate of all estates from 
$10,000 to $50,000 constitutes 24.3 per 
cent. of the total wealth, owned by 17.8 
per cent. of the population; while the 
aggregate of all estates under $10,000 
constitutes only 13.5 per cent. of the 
total wealth, but is owned by 77.5 per 
cent. of the population. In other words, 
“by educating 22.5 per cent. of the popu- 
lation, 86.5 per cent. of the potential 
demand for corporate fiduciary service 
is covered.” 

The actual demand for trust service 
has increased very rapidly in the last ten 
years. This is attributed to a number of 
influences: Development of the coun- 
try, increased and wider distribution 
of wealth, increased complexity of in- 
vestment, increasing knowledge of fidu- 
ciary service, changing policies of officials 
of financial institutions, broad scope of 
financial service offered, advantages of 
corporate fiduciary over the individual, 
perfection of internal organization, repu- 
tation for service at low cost, and co- 
operation of attorneys and other afhlia- 
tions. 

To meet this demand for trust service, 
“essentially the service wh:ch corporate 
fiduciaries have to offer is an investment 
service—the investment of trus: finds.” 
They are somewhat hampered in this by 
the specifications of the law as to legal 
investments. The average trust, which is 
restricted to legal investments, is 34.1 
per cent. in bonds; 57 per cent. in real 
estate, mortgages, or real estate bonds; 
4.3 per cent. in stocks; and 4.6 per cent. 
in other securities. Because of the liability 
of the trust company in case of loss, even 
where discretion in investments is al- 
lowed, the diversification is almost iden- 
tical with that of trusts confined to legal 
investments, though the larger trust com- 


panies are inclined to invest a large pro- 
portion of the funds in stocks. 


AVERAGE INVESTOR 


The average investor, however, (ac- 
cording to the testimony of twelve mil- 
lionaires, fourteen wealthy men, nine 
highly paid executives, twelve executives 
earning from $5000 to $10,000 per year, 
and eighteen professional men) invests 
his funds: 48 per cent. in stocks; 29 per 
cent. in real estate, mortgages, or real 
estate bonds; 11 per cent. in bonds; and 
12 per cent. in other securities. The 
higher the income, the larger the propor- 
tion of funds which goes into stocks. Mil- 
lionaires invest 69 per cent. of their 
funds in stocks, the ratio decreasing 
through the lower incomes to 21 per cent. 
of the funds of professional men. The 
lower the income, the larger the propor- 
tion which goes into real estate, mort- 
gages, and real estate bonds, the profes- 
sional men putting 65 per cent. of their 
funds in this form, while the millionaires 
put only 9 per cent. there. 

This diversification of investors’ funds, 
says Mr. Smith “presumably represents 
how a ‘prudent investor’ will distribute 
his funds when the motive is his own 
profit and the funds are his own prop- 
erty.” The law governing legal invest- 
ments for trust funds, in theory, follows 
that policy, “but the specific limitations 
of the law force the fiduciary to depart 
from the policy of a ‘prudent investor’ 
to a degree here reflected by the actual 
difference in practice between the invest- 
ment policy of individuals and that of 
corporate fiduciaries.” 


EDUCATION OF PUBLIC 


“Selling fiduciary services,” said Mr. 
Smith, “is largely a matter of educating 
the public to what these services are.” 
Evidently a good deal remains to be 
done. A number of individuals were 
asked to what type of person or organ- 
ization they would go for various serv- 
ices. The proportion answering that 
they would go to a trust company: 
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To buy or sell securities was 16 per 
cent. 

To obtain financial advice, 26 per cent. 

To lay aside a fund for their own fu- 
ture use, 64 per cent. 

To write a will, 35 per 

To appoint an executor, 

To buy or sell real estate, 

To buy or sell mortgages, 

To put some money w 
bring large returns, 15 per cent. 

To arrange for family allowances 
while alive, 78 per cent. 

To handle affairs while away for an 
extended trip, 60 per cent. 

If it be true that investment service is 
the essential thing trust companies have 
to sell, the small percenage of people 
who would go to a trust company to buy 
or sell securities or to obtain financial 
advice must cause concern. The reason 
appears in the answers to two questions 
concerning the giving of investment ad- 
vice. “The majority of corporate fidu- 
ciaries replied that a designated official 
or officials gave such advice, although 
some indicated that such advice is given 
indiscriminately by any of the officers. 
Only eight replied that it was given 
through an investment committee, statis- 
tical department or other special service 
department for the purpose.” 

“Only five out of 267 replied that a 
charge is made for such investment ad- 
vice. 

“The majority of individuals said that 
they would rather pay for investment 


it will 


advice—that they were skeptical about 
anything they got for nothing.” 

In educating the public to the use of 
corporate fiduciary services, and thus 
bringing together demand and supply, 
“the most economic results are cbtained 
by co-operation” among all the trust 
companies in a city or state in running 
a series of education advertisements on 
trust service in general. Since practically 
all trust business requires the co-opera- 
tion of an attorney, care must be taken, 
also, not to encroach upon the preroga- 
tives of the legal profession for, if so 
disposed, the lawyers can help a great 
deal. Insurance companies, too, are very 
valuable co-operators in the practically 
unharvested field of life insurance trusts. 

Trust business of all kinds, the ques- 
tionnaire showed, is not effectively se- 
cured for individual institutions by per- 
sonal solicitation. Almost equally im- 
portant in securing personal trust busi- 
ness and bond department business, 
are direct mail and newspaper advertis- 
ing. Co-operation of stockholders. di- 
rectors, and present customers has been 
very helpful in bringing in corporate 
trusts, and banking business. 

Finally “establishment of good will 
[toward a trust company] is, by the very 
nature of the institution, of utmost im- 
portance. .. . This requires a broad 
knowledge, an alertness and sensibility 
on the part of trust company officials, as 
well as an abundance of patience and 
good nature.” 


FOREIGN TRADERS TO MEET IN DETROIT 


OREIGN traders from forty states 

will listen at Detroit to an address 
, by Secretary Herbert Hoover on 
May 26 next at the fourteenth National 
Foreizn Trade Convention, according to 
O. K. Davis, secretary, who has made 
publ the convention’s program. The 
convention will meet on May 25, 26 
and 27, and 2500 foreign traders are ex- 
to attend. 


pect 


The address of the Secretary of Com- 
merce will be delivered at a special 
luncheon session, under the auspices of 
the American Manufacturers’ Export 
Association Its subject will be 
“American Foreign Trade,” and a 
nation-wide radio audience will listen 
in to what is anticipated to be one of the 
notable business addresses of the year. 

Among other outstanding features of 
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the convention will be addresses by Roy 
D. Chapin, chairman of the board Hud- 
son Motor Car Company, on “The 
Motor Influence in our Foreign Trade;” 
Governor Fred W. Green of Michigan, 
who is also managing director of the 
Ypsilanti Reed Furniture Company, on 
“Michigan’s Vital Interest in Foreign 
Trade;” and Silas H. Strawn, chairman 
of the board Montgomery, Ward and 
Company, on “Foreign Uses for Ameri- 
can Capital.” 


F. Edsel White, chairman of the 
board Armour and Company. will pre- 
side at the luncheon session of the 
American Manufacturers’ Export Asso- 
ciation, and C. K. Woodbridge, presi- 
dent of the International Advertising 
Association, will be in charge of the ex- 
port advertising session. 

More than forty speakers, prominent 
in all phases of the country’s foreign 
trade activity, will address the conven- 
tion’s thirteen group and general sessions. 
Some of those who appear on the pro- 
gram include Julius H. Barnes, president 
the Barnes-Ames Company of New 
York; W. F. Gephart, vice-president the 
First National Bank, St. Louis; Turner 
Jones, vice-president the Coca Cola 
Company, Atlanta; Professor L. D. 
O'Neil of Boston University; John A. 
Russell, editor the Michigan Manufac- 
turer and Financial Record; W. C. 
Sproull, advertising manager the Bur- 
roughs Adding Machine Company: 
James P. Goodrich, former governor of 
Indiana; J. A. H. Kerr, vice-president 
the Security Trust and Savings Bank of 
Los Angeles; Robert V. Beucus, adver- 
tising manager Bauer and Black, Chi- 
cago: and C. C. Martin of the National 
Paper and Type Company of New York. 

Special traffic accommodations will be 
made for delegates attending the conven- 
tion from a number of mid-wester 1 cities 
and a special train has been scheduled by 
the New York Central Railroad for 
eastern delegates. Reduced railway fares 
from all parts of the United States and 
Canada have been granted by the Trunk 
line Association. 


Following the precedent of last year 
the platform of the convention will be 
turned over at the first afternoon ses- 
sion to foreign trade spokesmen from 
Canada and representative leaders from 
the different sections of the Dominion 
who will put before the delegates the 
kindred problems of Canada and the 
means for promoting friendly business 
co-operation across the border. A dele- 
gation of 500 Canadians is expected to 
attend the convention under the auspices 
of the Canadian Board of Trade. The 
convention will also serve as a meeting 
ground for many other delegates from 
the British Dominions and will be ad- 
dressed at the general session of Thurs. 
day morning, May 26, by speakers from 
Australia, South Africa, Irish Free 
State and other parts of the British 
Commonwealth. 

Another visiting delegation of great 
interest to American foreign traders is 
the group of Latin American business 
men, who will attend the convention fol- 
lowing the third Pan-American Com- 
mercial Conference which meets in 
Washington earlier in the month under 
the auspices of the Pan-American Union. 
A general invitation has been extended 
to all delegates at this conference to re- 
main over for the Detroit convention, 
where they will be represented on the 
program and where special acquaintance 
plans will be promoted on their behalf 
among American foreign traders in: 
terested in Latin American trade 

Advance registrations indicate the 
largest convention yet held by the Na’ 
tional Foreign Trade Council. 


GUARDIAN TRUST STATEMENT 


THE statement of the Guardian Trust 
Company of New Jersey, Newark, as 
of March 23, 1927, shows total resources 
of $19,591,945, a new high record for 
the bank, comparing with $19,568,292 
reported at the close of business on De- 
cember 31, 1926. Total deposits amoun* 
ed to $10,513,695. 
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HIS month’s interviews with the 

bank economists through their 

bank letters are summed up in the 
Cleveland Trust Company Bulletin for 
April 15: “A brief summary of the com- 
parison of general business conditions so 
far this year with those of the corre- 
sponding months of 1926 may be made 
in the statement that industrial produc- 
tion has gone forward in about equal 
volume, commodity prices have been 
generally lower, credit conditions have 
been even easier, security prices have 
been higher, and business competition 
has been more severe, as is indicated by 
an increase in commercial failures.” 

“A number of New England indus- 
tries reported,” says the Monthly Review 
of the Federal Reserve Bank of Boston 
for April, “that improved conditions 
continued in March, but on the whole 
the current rate of production is just 
about equal to the average maintained 
during the last five years. . . . The un- 
usually warm weather in New England 
during March has benefited the building 
industry to quite an extent. . . . Retail 
trade, as indicated by New England de- 
partment store sales, has benefited by 
the warm weather. . . . The usual sea- 
sonal tendency for money rates to in- 
crease in February and the early part of 
March was almost entirely absent this 
year.” 

The National City Bank’s letter for 
April reports that “the bond market dur- 
ing March was unusually active at 
steadily advancing prices.” 

Improvement, however, was not coun- 
try wide. In the fifth reserve district, 
according to the Monthly Review of the 
Federal Reserve Bank of Richmond for 
March 31, “seasonal dulness marked 
February business, and in some lines the 
recessions from recent activity were 
greater than can be explained by sea- 
sonal trends alone. . . . Business failures 
were more numerous and total liabilities 
involved were greater in the fifth dis- 
trict in February than in any other Feb- 
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ruary since 1922. Unemployment spread 
considerably between the middle of Feb- 
ruary and the middle of March, and in 
some localities reached rather serious 
proportions.” This seems to be practi- 
cally the only spot which did not record 
improvement. 

Conditions in the fourth district, ac- 
cording to the Monthly Business Review 
of the Federal Reserve Bank of Cleve- 
land for April 1, have, during the last 
month, undergone a turn for the better 
which appears somewhat better than sea- 
sonal. . . . “One factor in the present 
upswing, particularly in the fourth dis- 
trict, has been the extremely high rate of 
coal production. . . . Activity in the 
iron and steel mills in this district is at 
a high level. . . . Operations in various 
other lines are normal, while in still 
others a dull situation still prevails.” 

The Federal Reserve Bank of Chicago, 
in its review Business Conditions for 
April 1, reports that “the business sit- 
uation in the Middle West is charac- 
terized by a broadening of activity. 
Most of the industrial and trade statis- 
tics indicate gains in February-January 
comparisons, but in many instances with- 
out reaching the 1926 levels.” 

The outstanding feature in production 
in the tenth district, says the Monthly 
Review of the Federal Reserve Bank of 
Kansas City, was crude oil. “The daily 
average rose week by week and at the 
close of February reached the highest 
daily average for a seven-day period on 
record.” Agricultural conditions were 
also more favorable. 

Trade conditions throughout Arizona, 
according to reports published in the 
Visitor of the Valley Bank for April 1, 
vary considerably “depending on local 
conditions.” Agricultural communities 


still suffer, but large construction projects 
in some localities have stimulated busi- 
ness there. 









HARVESTING THE THRIFT CROP 


T would seem, says Noble R. Jones, 
savings manager of the First National 
Bank 1n St. Louis, in a recent article, 

from the increase of $16,000,000,000 in 
savings deposits between 1912 and 1926 
that the savings bankers are reaping the 
reward for their patient sowing of the 
seed of thrift in the minds of the Ameri- 
can people. During the same period the 
number of savings depositors has grown 
from 12,000, 000 to almost 47,000,000. 
However, “if we adjust savings deposits 
to the price level so as to be in a posi- 
tion to interpret the purchasing power of 
existing deposits in terms of the purchas- 
ing power of previous years the in- 
crease is not substantially larger than it 
would have been had the rate of increase 
prior to 1913 been maintained.” But 
the national income has increased much 
more rapidly since 1913 than before. 
Why, then, has not the growth of sav- 
ings deposits been commensurate with 
the increase of the national income? 

First of all, the Liberty Loan cam- 

paigns trained the man of moderate 
means in investments. After the war, 
large corporations, especially public 
utility corporations, took advantage of 
this education and carried on intensive 
campaigns to sell their securities to their 
customers, until “statistics show that dur- 
ing the last four years more than $25,- 
000,000,000 has been invested in various 
stock issues, and it is estimated that fully 
90 per cent. of the investors are people 
of the middle or even lower classes.” 

Building and loan associations, because 

of the special services which they could 
offer to prospective home builders, have 
attracted to themselves a_ considerable 
volume of savings. In St. Louis alone, 
for example, between 1920 and 1924, 
the building and loan associations have 
trebled their assets and doubled their 
membership. 

Finally, the enormous increase in the 

volume of instalment selling has cut into 
the savings business. “There is but little 
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doubt that by means of this system of 
selling, many individuals have been able 
to acquire automobiles, radios and count: 
less other articles which they would not 
have acquired had they been first com 
pelled to save the full purchase price. By 
enabling individuals to realize immedi- 
ately the aim for which they would 
otherwise have had to save, an incentive 
of great force was created.” 

To meet the competition from these 
sources, Mr. Jones savs, the savings 
banker must “so expand and improve his 
service and revamp his savings advertis 
ing methods that he may be able to im- 
press upon the public the positive 

need of the savings institution in the life 
of every business community.” 

Savings banks must “go out into the 
highways and byways with savings mes 
sages containing human interest that will 
attract the younger generation and teach 
them the habit of thrift and savings. They 
must make saving just as easy a habit 
to acquire as it has been made easy to 
spend through the instalment plan. Then 
the savings bank must unselfishly lead 
the depositors from the savings depart: 
ment into the investment class and, later 
on in life, offer them the services of a 
department that might be termed the 
“home building” department, where the 
bank should be prepared to give counsel 
and advice; freely make loans to savings 
depositors for home building and buying 
at reasonable rates of interest. This 1s 
a service that will cement closer friend: 
ship between the saver and his bank and 
will help to meet certain types of com 
petition.” 

To accomplish this “there seems to be 
no question but that intelligent educa’ 
tional savings and thrift advertising 1s 
the weapon of defense that might pos 
sibly have the desired effect of putting 
the brakes on some of the unnecessary 
and extravagant spending which is un 
doubtedly cutting vast inroads into saw 
ings deposits.” 
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To officers of 
corporations 


The Equitable acts in 
the following corporate 
trust capacities: 


1. As trustee under 
mortgages and deeds of 
trust, securing bonds of 
railroad, public utility 
and industrial corpora- 
tions. 


2. As transfer agent and 
registrar of stock. (Jn 
the transfer of even a single 
share of stock there are 
thirty-five separate steps. 
Each one of them is vital 
to a proper transfer; if a 
single error 1s made, con- 
fusion, loss of time and 
expense will result.) 


3. As depositary under 
protective agreements or 
under plans of reorgani- 
zation of railroad, public 
utility and industrial 
corporations. 


4. As agent and deposi- 
tary for voting trustees. 


5. As assignee or receiver 
for corporations under 
action for the protection 
of creditors. 


6. As fiscal agent for the 
payment of bonds, and 
coupons of states, muni- 
cipalities and corpora- 
tions. 


Without incurring any 
obligation, consult the 
nearest office of The 
Equitable with regard to 
any of the services ren- 
dered by our Corporate 
Trust Department. 




















Protect yourself 
against these costly errors 


In the transfer of even a single share of 
stock there are thirty-five important steps. 
An error in any one of them will result in 
confusion, loss of time and expense. 

By appointing The Equitable transfer 
agent the proper execution of this phase of 
business is assured. 

The corporate trust services of The Equi- 
table are available to local banks wishing to 
amplify their own services for the benefit of 
their customers. 

Read the column at the left . . . then send 
for our booklet, The Equitable Trust Company 
of New York, Transfer Agent. 


THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK 
37 WALL STREET 


MADISON AVE. at 45th STREET 247 BROADWAY 
MADISON AVE. at 28th STREET 





DISTRICT REPRESENTATIVES; 


| 
. . | 
ATLANTA: Healey Building 
CHICAGO: 105 South LaSalleSt. | 
SAN FRANCISCO; e 
Financial Center Building 


PHILADELPHIA: 
Packard Building 


BALTIMORE: Keyser Building 
Calvert and Redwood Sts. 
LONDON - PARIS MEXICO CITY | 


Total resources more than $475 000,000 


























710 






































THE RECENT ECONOMIC RECOVERY OF 
GERMANY AND ITS EFFECTS ON THE 
GERMAN BANKS 


By ERNEST SCHWARZENBACH 


having lunch in a little German 

restaurant a few steps off Wall 
street, the writer overheard the following 
conversation. One of the speakers was 
apparently a German in charge of the 
German trading in one of the investment 
houses and the other an American. 

“What do you think of our purchases, 
anyhow?” the one asked the other. “I 
know you consider these foreign securi- 
ties, with all their strange names and dif- 
ferent forms, just as plain ‘junk.’ ” 

“Well, I wouldn't say that,” said his 
neighbor, “but they certainly look funny 
and many of the names look Greek to 
me. To tell you the truth, I believe you 
bought too much of that stuff.” 

While walking back to the office that 
afternoon the word “junk” came back to 
his mind and the writer recalled a letter 
which he had received a few days before 
from the receiver of a bank in the Middle 
West who had been forwarding to him a 
parcel of foreign bank stocks and bonds 
with the words: “Will you be kind 
enough to sell this junk for me.” 

If we compare the prices of the Ger- 
man securities of that time with the quo- 
tations of a year later we find that many 
of them have doubled and tripled. Now, 
any security that increases its value by 
that much in such a comparatively short 
time, whether “junk” or not, seems to be 
valuable and the situation or conditions 
which give rise to such a phenomenal 
increase would tend to be worth an 
analysis 

On January 5 some of the representa- 
tive stocks of the Berlin stock market 
juoting in 1926 and 1927 as 
TOLOVW 


A BOUT a year and a half ago, while 


Jan. 5, Jan. 5, 
1926 1927 
Darmstaedter & National Bank. 103 264 
Oe eer 104 190* 
Disconto-Gesellschaft ........ 10244 183* 
ge re rer 102 179 
I. G. Farbenindustrie ........ 103%, 323 
Allgemeine Elektrizitaetsgesell- 
a reer reer reer 83 168 
Gelsenkircher Bergwerke ..... 60 180 
Deutsch-Luzemburger ........ 5714 180 


*Not including subscription privileges in 
new stock. 


The stock index of the Frankfurter 
Zeitung, taking the prices of January 1, 
1926, as 100, shows the following figures: 


OS DB Tete ta sth se ineesaeaws 100. 

De 2. TRE bose cewascnercawanea 214.80 
pemtty 8, BPSs 6icstnsccvscccwwns 279.21 
oe reer errr Tere re 309.75 


If we should plot the index we would 
find that the curve shows practically a 
continuous upward movement, while the 
interest rates for long term loans declined 
continually as indicated by the curve of 
the yields on mortgage bonds. 

In January, 1926, the average discount 
rate for bank acceptances was 7.66 per 
cent., while in January, 1927, it aver- 
aged 4.62 per cent. During the same 
period the minimum cost for bank loans 
declined from 12.4 per cent. to 8 per 
cent. The gold and currency reserve held 
by the Reichsbank increased from 1611 
million marks in January, 1926, to 2344 
million marks in December, 1926. Raw 
iron production increased from 689,000 
tons to 1,059,000 tons and raw steel from 
791,000 tons to 1,308,000 tons. Com- 
mercial failures declined from 2013 in 
January, 1926, to 476 in August, 1926, 
and fluctuated from then on around that 
level. These figures speak for themselves. 
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clients at home and abroad exceptional 
facilities in foreign exchange and in the 
financing of every form of foreign trade, 
and to provide up-to-date credit re- 
ports and information as to business 
conditions in all parts of the world. 
Correspondence invited. 


33, GRACECHURCH STREET 
Lombard Court, LONDON, E.C. 3 


Telegraphic Address: *‘Saesrevo, London.” 








Affiliated Institution in Poland: 
Anglo-Polish Bank, Limited, WARSAW 




















What has been going on in Germany 
that caused so phenomenal a change 
which has been called by British writers 
a “miracle” and by Germans a “natural 
development?” To permit an intelligent 
discussion of the developments it will 
be well to describe in a few words the 
conditions which existed at the beginning 
of last year. 


AN EXTREME DEPRESSION 


During the winter of 1925-1926 Ger- 
many was passing through an extremely 
severe depression. The signs of the ap- 
proaching crisis already had started to 
manifest themselves in the summer of 
1925. The causes of this depression may 
partly be traced back to the misdirection 
of production during the war such as 
occurred in all industrial countries, but 
to a larger extent perhaps in the “iso- 
lated” Germany than elsewhere.  In- 
dustries had developed which under nor- 


mal conditions had absolutely no ,aisoy 
d'etre but which continued to exist and 
vegetate in the covering shadows of an 
avalanche-like inflation which had un 
balanced the whole economic system and 
distorted any sense of true economic 
values. With the stabilization of the 
currency in November, 1923, and the 
subsequent introduction of the Dawes 
plan in the spring of 1924.a basis was 
established for the return to normal eco 
nomic conditions and the German pro 
ductive machinery had to pass through a 
process of readjustment so as to be able 
to meet world competition. 

But what a painful and deep-cutting 
process this was! Inflation had reduced 
the estimated national wealth of Ger 
many from 7,300,000.000 dollars to 
about 2,000,000,000 dollars. The indus 
tries had no working capital and were 
heavily indebted to the banks. During 
the inflation period they had tied up 
their funds in fixed assets which partly 
were non-productive. Raw _ material 
stocks were low and no capital could be 
obtained to replenish them. The mineral 
industries, however, carried extremely 
large stocks which found no_ buyers. 
General taxes and reparation charges 
weighed heavily. Both wholesale and re 
tail prices were high while wages and 
their purchasing power were very low 
and much too large a share of the differ’ 
ential went toward waste or inefficiency 
in production or into the pockets of un 
necessary intermediaries. The former 
neutral countries and England were still 
feeling the effects of the deflation crisis 
and were unable to buy at high prices, 
while strong competition was made by 
the neighboring countries with depre: 
ciated currencies. Thus business fell off 
rapidly. Commercial failures and re 
ceiverships doubled and tripled within 
a short time, as shown by the chart on 
the following page. 

THE CHANGE TO THE BETTER 

Large concerns with artificial struc 
tures collapsed (Stinnes, Sichel, Kahn 
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In entering foreign trade the first 
steps are of vital importance. Prog- 
ress will be facilitated by proper 
discrimination in methods of ap- 
proach to markets, selection of 
agents and closing of contracts. 
To prevent avoidable mistakes 
and delays the complete facilities of 
American Exchange Irving Trust 
Company are at the disposal of your 





The First Steps 


OUT-OF-TOWN OFFICE 
AMERICAN ExcHANGE IrviING TRUustT CoMPANY 
Woolworth Building, New York 


customers. Correspondent banks 
everywhere keep this organization 
in close touch with changes in local 
conditions and trade requirements. 

Many years of experience have 
fitted this Company tocarrythrough 
to prompt and satisfactory conclu- 
sion financial transactions with all 
parts of the world, 

















and others). Unemployment increased, 
reaching its peak in February, 1926. Few 
concerns were able to pay dividends; 
stock exchange prices, of course, fell 
lower and lower. There is no doubt 
that Germany passed through a severe 
depression. 

Every period of stress compels to self- 
reflection and leads to an analysis of the 
factors which caused the suffering with 
a view to their elimination. The desire 


for self-existence calls for such contem- 
plation. Human nature works like this. 
And human nature is not different in 
Germany than elsewhere. Anyone who 
has been following German public 
opinion in the last sixteen months knows 
what great efforts were made in Ger- 
many toward an improvement of eco- 
nomic conditions and, while much re- 
mains to be done, there is no doubt that 
Germany has made great progress dur- 
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Commercial failures and receiverships in Germany from 1925 to 1927. 
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ing the last year thanks to a conscious 
and wilful tackling of the problems 
which confronted her. 

There were two outstanding problems 
which had to be solved. In the first 
place the industries had to obtain work- 
ing capital so that they could buy raw 
materials, hire labor and produce; and, 
second, prices had to be reduced so that, 
in a competitive world market, the fin- 
ished products could be sold. Since wages 
were already low and raw material 
prices, rent and taxes more or less fixed 
a price reduction could only be obtained 


by lowering the production and general 
overhead costs. Great efforts were there- 
fore made to “rationalize” in industrial 


production. The results which were ob- 
tained will be discussed in a later para- 
graph. 


THE INFLOW OF CAPITAL INTO GERMANY 


It is curious to note that the defeated 
and one-time inflated Germany has ob- 
tained in 1925 and 1926 from the United 
States loans aggregating $530,000,000 
while the victorious and one-time allied 
France has been unable to borrow any 
important amounts in this country. To 
go into the causes of this development 
would lead us into a discussion of the 
war debt problem which the writer does 
not intend to do, although this problem 
is closely related to the reparations ques- 
tion. The fact which interests us here 
is that large amounts of capital have been 
flowing into Germany thus supplying it 
with the working funds which were so 
urgently needed. The causes of this in- 
flow great prosperity in the 
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were a 


United States with a resulting abundance 
of capital and willingness of a Germany 
that possessed a “Dawes Plan guaran- 
teed” currency (which no other country 
possessed at that time) to pay high in- 
terest rates and offer yields which exceed- 
ed those of similar American domestic 
bonds by from 2 to 3 per cent. The 
inflow of funds began early in 1925 and 
assumed large dimensions in the winter 
of 1925-1926. More than two-thirds of 
the amounts loaned came from the 
United States while the balance came 
from the former neutral states and Eng: 
land as shown by the following table: 


CAPITAL IMPORT INTO GERMANY 
(in million marks) 


Per 


Country 1925 cent. 

United States 

England 128 

Netherlands 194 

Switzerland : 42 

Sweden ; 29 
106 


1926 
1279 


1778 100. 


1320 100. 


The effects of, this inflow of funds 
which only gradually could be absorbed 
by the industries was an increasing ease 
in the German money market which led 
throughout the year 1926 to a rapid de- 
cline of both official and private money 
rates and also, while at a slower pace, to 
a lowering of the capital interest rates. 

January, January, 

1926 1927 
Reichsbank discount rate. .9% 6% 
Private discount rate 

(monthly average) . 6.28% 
Yield of 8 per cent. mort- 

gage bond 


4.26% 


767% 
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At the same time they permitted the 
industries to pay off their indebtedness 
thereby releasing funds in the banks 
which could turn toward more produc- 
tive uses and to a large extent also to- 
ward speculation. 


THE LARGE STOCK EXCHANGE 
SPECULATION 


The phenomenal rise of stock prices 
in Germany has already been described. 
The price average had more than tripled 
in February, 1927, compared with the 
prices of January 1, 1926. The first im- 
petus was given by the extensive securi- 
ties buying by forcign investors and 
speculators, not the least of which were 
American investment and financial trusts. 
Later the prospects of a possible early 
distribution of Alien Custody Funds at- 
tracted and stimulated domestic buying 
and as the market got into motion, sup- 
ported by such factors as the British coal 
strike, it kept on moving until it finally 
reached levels early this year which ap- 
parently carried many of the prices far 
beyond intrinsic valugs. The stock ex- 
change became the preliminary work 
field or battle field for many mergers and 
consolidations and while the speculative 
activities were perhaps overdone, their 
psychological value, contributing toward 
a change from the general pessimistic 
outlook toward a more optimistic one, 
should not be under-estimated. Large 
profits were made in speculation and the 
industrial banks were not the last and 
least who took advantage of the situation 
and profited, as will later be seen from 
a comparative analysis of their accounts. 


BRITISH “IDLENESS’ SPEEDS UP GERMAN 
PRODUCTIVE MACHINERY 


The main cause of the economic re- 
covery in Germany was the British coal 
strike. The inability of both the labor 
and capital sides of a foreign industry 
to agree upon a reorganization and con- 
centration of the industry with the en- 
suing strike, resulted in a continued 
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The New Orleans Permanent In- 
ternational Trade Exhibition (above) 
has on display acres of local, domes- 
tic and foreign manufactured and 
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type. The Exhibition enjoysa month- 
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ors from all parts of the world, and 
the Exhibition Company maintains 
its own selling organization for the 
benefit of exhibitors. 
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strong demand for German coal. The 
coal industry had an opportunity to 
clear its stocks and passed larger orders 
to the iron and steel industry which in 
turn again had to rely on other branches. 
Thus the impetus was passed on and 
gradually the whole economic machinery 
came into motion and was kept there 
after it had been greased somewhat by a 
reduction of prices largely as a result of 
a process of “rationalization” as the 
Germans call it, i. e., of concentration 
and reorganization of production toward 
greater efficiency. The following figures 
may give an indication of the increased 


production: 


January, July, January, 
1926 1926 1927 


Coal production (in million 

UIE ssttkesaictithiercctinnicceiiae De 13.07 13.36 
Iron production (in thou- 

ee 689.5 767.9 1059.8 


Steel production (in thou- 
WD eiccctcicssccesiersisness 

Railroad cars used (in 
thousand cars per day) 101.8 

Clearings at Reichsbank 
(in million marks) . 4176.6 4898.8 5837.5 


791.5 1022.1 1308.1 


123.5 128.6 
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Great efforts were made by German 
coal exporters to retain new markets per- 
manently. But while some contracts 
were concluded to that effect, with the 
gradual return of British coal produc- 
tion to something like a pre-strike out- 
put, the bulk of the buyers seem to be 
returning to their old British sources. To 
what extent this will affect German coal 
output and export will have to be seen. 
However, there is no doubt that up to 
the present time no slackening has de- 
veloped in German productive activity 
and the general expectation and comment 
of the Germans is that they are only at 
the beginning of the upward swing of 
the business Some further de- 
velopment of German production in the 
near future seems quite probable but 
there is no reason to believe that the 
increase will be a rapid one. 


cycle. 


“RATIONALIZATION ” 


Anyone who has been following Ger- 
man conditions for the last year knows 


that the word “rationalization” has be- 
come a slogan in economic Germany. 
Business, industry and trade took a fancy 
to this theme, which passed from mouth 
to mouth like a “musical hit.” Book 
after book was written comparing Ger- 
conditions with American condi- 
American methods and efh- 
pointed to as the ideal 
examples to be studied and_ possibly 
adopted. Newspapers and magazines 
carried scores of discussions on this sub- 
ject which is dear to German mentality 
with its liking for scientific organization, 
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man 
tions and 


ciency Wwere 


orderly classification and research. Here 
this mentality had its long expected op 
portunity and it did not hesitate to take 
advantage of the consent of general pub- 
lic opinion and under cloak of “national 
economic necessity,” which had the ofh- 
cial sanction, a concentration and reor- 
ganization movement took place, and in 
fact is still going on, such as never has 
been witnessed before in Europe. It is 
a movement which would have been im- 
possible in the United States on account 
of the anti-trust laws. 

German industry faced the necessity 
of finding ways and means of reducing 
costs of production in order that prices 
might be reduced for competitive pur- 
poses. This was done largely, first, by 
rendering the internal organization and 
methods of management and production 
more efficient; and, second, by laying a 
basis for large scale production through 
consolidations and elimination of un 
profitable units. Great and sincere ef- 
forts were made along these lines and 
their consistency and tenacity has to be 
admired. There is no doubt that certain 
results were obtained. Yet we have, of 
course, little opportunity of measuring 
at the present time the greater internal 
efficiency of most of these 
While many firms already now 
lower production expenses, i. e., 
operating ratios, it is as yet too early to 
make any general conclusions and, unless 
we want to guess, judgment will have to 
be deferred. Much easier, however, 1s it 
to notice the progress made by the use 
of the second means mentioned. 

The consolidation of concerns, 
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ly if they are large, is usually widely 
advertised and therefore subject to broad 
public discussion. The German develop- 
ments did not make an exception to this 
rule and many consolidations, such as 
the ones leading to the formation of the 
“Interessengemeinschaft der Farbindus- 
trie” (largest German chemical concern) 
and of the “Vereinigte Stahlwerke A.G.” 
(largest German steel concern) obtained 
even in this country wide publicity. A 
great many reorganizations, consolida- 
tions and mergers have taken place in 
Germany, mainly in the following lines: 
chemicals (I.G. Farbindustrie); steel 
(Vereinigte Stahlwerke A. G.; Mittel- 
deutsche Stahlgesellschaft; Vereinigte 
Oberschlesische Huttenwerke A.G.); 
shipping (Hamburg-America line, etc.) ; 
naval construction (Weser Werft, Vul- 
kan © Tecklenborg Werft); optical line 
(Zeiss, Ica, Goerz, Contessa Nettel, 
Ernemann); automobiles (Daimler- 
Benz): cement (Wicking concern, Hei- 

rger group); sugar (Wentzel con- 


Suddeutsche Zucker A.G. Mann- 


heim; Pfeiffer & Langen A.G.); linoleum 
(Deutsche Linoleums Werke A.G.); 
watches (Junghaus A.G.; Hamburger 
Uhren A. G.); aluminum (Viag); 
potash (Friedrichshall; Deutsche Kali); 
and also cars, yeast and the piano in- 
dustry. 

Germany has had trusts for years. 
Many of them, such as the Stinnes com- 
bine, expanded greatly during inflation. 
However most of these organizations had 
a vertical structure, i. e., they represented 
a chain of various industries having more 
or less a certain inter-relation, such as 
iron and coal mines to steel plants and 
automobile production. Many industries 
were loosely tied together by so-called 
“cartels” for the purpose of safeguard- 
ing their common interests (price-fixing). 
These agreements worked as long as the 
conditions which had given rise to their 
creation, such as inflation, continued to 
exist but with their passing many of them 
collapsed, such as the Stinnes combine. 

The consolidations which have taken 
place during the last year have more than 
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before a “horizontal” character, i. e., 
they represent the combination of con- 
cerns within the same industry to one 
large trust which permits large scale pro 
duction and incidentally (if not purpose- 
ly) also price control or monopoly. Re- 
cent official statistics indicate that 65 per 
cent. of the aggregate capital of all Ger- 
man corporations is owned by corpora- 
tions which are members of trusts and 
other combines; in the coal industry 90 
per cent. of the capital is owned by such 
combines, in the potash industry 98 per 
cent., in the dye trade 96 per cent., and 
in the iron and steel industry 85 per cent. 
Some of the agreements, largely on Ger- 
man initiative, have taken an interna- 
tional character, such as the steel, potash, 
rail, aluminum and artificial silk agree- 
ments. 

The benefits which have been derived 
from this concentration movernent have 
not become evident as yet. While it is 
true that in face of a rise in the general 
price level (largely due to a rise of agri- 
cultural prices) the prices of manufac- 
tured products have declined: 

Industrial 
price index 
158.0 


146.5 
141.6 


General 
price index 
135.8 
133.1 
135.9 


Official index 
January, 1926 .... 
July, 1926 
January, 1927 ... 


This seems largely to be the result of 
increased activity and keener competi- 


tion. Industrial profits, of course, are 
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larger this year than last (somewhat 
lower industrial taxes) but industrial 
wages have remained stationary and un- 
employment is not much smaller than a 
year ago. A comparison indicates that 
the purchasing power of industrial wages 
in Germany at the present time is lower 
than in 1913, which would tend to jus- 
tify a participation of labor in the dis 
tribution of the savings which result 
from these consolidations. But little evi- 
dence has been received as yet of these 
savings and it is too early to judge the 
effects of these consolidations. If the 
whole concentration movement should 
merely lead to the creation of monopolies 
with equal or higher prices and stable 
wages its economic justification would 


be small. 
POLITICAL DEVELOPMENTS 


Not the least factor in the recovery 
of Germany were the favorable political 
developments which stimulated confi 
dence both at home and abroad and has- 
tened thereby the pace of recovery. For 
the first time since 1914 Germany found 
herself admitted to the society of other 
nations and treated entirely as an equal 
nation. Her admittance to the League 
of Nations in September, 1926, strength- 
ened not only her political but also her 
economic prestige in the world, proof of 
which could be seen in the invitation of 
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German industrialists to England last 
October and December and in the in- 
clusion of the Reichsbank in the list of 
central banks assisting Belgium with re- 
discounts for its stabilization. 

The German balance of trade, accord- 
ing to official statistics, has been un- 
favorable in 1925, favorable in the first 
half of 1926 and largely unfavorable 
since then. We may assume however 
that the official figures are underesti- 
mated (unlike many of her eastern 
neighbors Germany has no interest in 
making her statistics look too rosy) and 
it is probable that the balance for the 
whole of 1926 has been favorable. While 
the imports have strongly increased in 
recent months (in marks) largely due to 
an increase in the importation of raw 
materials, it may be observed that the 
exportation of finished goods has like- 
wise been increasing. The writer esti- 
mates that these exports will continue to 
increase this coming year but that the 
balance of trade will probably be slight- 
ly unfavorable. 

It is difficult to make any conjectures 
on the balance of payments and on the 
formation of capital. Recent German 
estimates put the excess of capital im- 
ports in 1926 as low as 720,000,000 
marks as against 3,940,000,000 marks in 
1925 and export excess of 1,000,000,000 
marks in 1913 and maintain that the 
present formation of capital is about 
half as large as the pre-war accumula- 
tion. They contend that in view of the 
reparation payments which Germany has 
to make further foreign borrowings will 
be necessary if she is to regain her pre- 
war level in world production. This 
assertion seems to be made for foreign 
consumption since a study of the Ger- 
man savings statistics would indicate that 
the domestic capital accumulations in 
Germany would be sufficient to permit 

he maintenance of the present level of 

vroduction without any necessity for 
irther foreign borrowing. If, how- 
er, Germany will continue to grant 
ng-term credits to her foreign custom- 
s as she has been doing last year in 
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Russia, further borrowings seem likely. 
Whatever the case is, there is no doubt 
that all reparation payments were prop- 
erly made in the past, as provided in the 
Expert’s Plan and the indications are 
that they likewise will be made in the 
third and fourth year of the operation 
of the plan. 

The German budget has remained in 
balance, though an internal loan of 
R.M. 500,000,000 with a 5 per cent. 
coupon was floated in February of this 
year. 


INFLUENCE OF THE RECOVERY ON THE 
LARGE BANKS 


The phenomenal change in economic 
conditions which took place in Germany 
in 1926 had, of course, to reflect itself 
in the activities and positions of the 
banks. The banks are the axles of our 
modern economic machinery and in Ger- 
many perhaps even more directly than 
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elsewhere on account of the clo 
mediate connections of the large 
man banks with industry. 

There are many misconceptions in the 
minds of American bankers about these 
close affiliations of banks and industry 
in Germany. It is sometimes even as 
sumed that the banks own and manage 
certain industries like subsidiaries and 
that they therefore incur extremely large 
direct and contingent liabilities and run 
large risks. If we compare the big Ger- 
man banks with the large British and 
American banks we cannot deny that, 
as a result of a different historical back- 


ground which prevented the develop- 
ment of specific and restrictive banking 


the contacts which the banks 
have with industry are much more di- 
rect in Germany. But this is true for 
most of the large continental banks and 
does not preclude that these banks may 
not be in a very strong position both in 
respect to liquidity as well as to security. 
As matter of fact most of these banks 
show a much higher proportionate capi- 
talization than the American and British 
banks and also a high liquidity as shown 
by the following figures: Ratio 
Ratio liquid 
capital stock assets 


to deposits to deposits 
per cent. per cent. 


legislation, 


1926 commercial banks 

5 New York banks 
(averages) 

18 London banks 
ages) 
Berlin 

8 Swiss banks (1925). 

assets include 


7.94 39.8* 
(aver- 
7.46 24.5 
13.6 48.1+ 
16.9 47.9t 
and bank bal- 


*Liquid cash 
ances 


+Liquid assets include cash and bank bal- 


ances, including portfolio. 
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These figures are perhaps contrary to 
the expectations of many readers who 
may be lieve that the individual bank, un- 
less certs by legislation, will tend to 
exceed the usual limits of safety. But 
as the above figures show, the banker on 
the continent, as well as here, as a matter 
of plain self-protection, has to be, in a 
relative way of course, conservative. 
Higher risk there is equivalent to equal 
if not greater liquidity and to a com: 
paratively larger equity. There is no 
doubt that many of the German banks or 
their directors are large shareholders in 
industrial companies and are therefore 
represented on the boards of these com- 
panies and exercise a certain control 
(mainly in advisory capacity for financial 
matters). On the other hand many of 
the big industrialists are on the boards 
of the banks. However a similar inter- 
relationship exists also in this country. 
The lack of restrictions on loans to in- 
dividual concerns and the open combina- 
tion of banking with investment activi 
ties may occasionally lead to excesses but 
such cases happen also in the United 
States and probably more bank failures 
occur in this country than in Europe. 


COMPARISON OF THIS YEAR'S AND LAST 
YEAR'S BANK STATEMENTS 
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deposits aggregating R.M. 4,900,000,000 
($1,166,000,000) or about 78 per cent. 
of their deposits of 1913. These de- 
posits were roughly eight and one-half 
times larger than their capitalization and 
were approximately invested, including 
the bank’s own funds, as follows: cash 
and reichsbank 4.46 per cent.; balances 
with other banks (foreign currency bal- 
ances) 12.32 per cent.; portfolio and 
treasury notes 23.27 per cent. (aggre- 
gate first grade liquid assets 40.05 per 
cent.): listed securities 1.11 per cent.; 
call loans 2.25 per cent.; loans on staple 
commodities 8.34 per cent.; loans 41.72 
per cent.; not listed securities .08 per 
cent.: syndicates 1.36 per cent.; per- 
manent participations 1.76 per cent.; real 
state 3.33 per cent. 

One notices at once from these figures 

t the direct investments and call loans 
these banks were rather small and 
they kept large foreign currency 
inces. All of the banks under discus- 

1 had declared the same dividend for 

25 as for 1924 but it was generally 


assumed that most of them had suffered 
heavy losses during the depression and 
carried large frozen loans (Stinnes loans 
for example). They entered the new 
year with a rather pessimistic outlook 
and were extremely cautious in granting 
new credits. 

That the economic recovery of 1926 
had to reflect itself favorably in the con- 
ditions of the banks is evident. The 
loans which the industries obtained 
abroad permitted them to pay off their 
credits at the banks and the numerous 
consolidations with the resulting financial 
re-adjustments gave the banks splendid 
opportunities for re-entering the large 
emission and promoting business in which 
they had acquired world fame in pre- 
war years. A proof of this could be 
seen in the large credits which they 
granted last year to Russia. As money 
rates had declined during the year (mak- 
ing for lower interest profits) and as 
savings increased, a domestic capital 
market had again developed and the issue 
activities had become numerous. Capital, 
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however, still remained dear in Ger- 
many. The phenomenal rise in stock 
prices offered to the banks exceptional 
opportunities to recuperate some of their 
losses of previous years and to rebuild 
their reserves. We may quietly assume 
that even if they had wanted to keep 
their hands off the market the tempt ition 
would have been too big and one of them 
says in respect to these profits (advance 
report of Disconto-Gesellschaft) “. . . 
the financial and syndicate transactions 
brought the bank large profits which in 
view of the exceptional character of this 
income, were used to strengthen the re- 
serves... . All doubtful loans have 
been protected through write-offs and re- 
serves and the secret reserves have been 
greatly increased” or in the annual re- 
port: “. . . The syndicate and stock ex- 
change commission business was extreme- 
ly active and equally profitable.” 

The gross earnings of the banks as re- 
vealed by their statements for 1926 dif- 


fer strongly but all of them show 
creases which vary from 12 per cent. to | 
200 per cent. over last year’s result. It 
may be assumed that most of the large 
profits have not been included in the 
earning statements and are carried as 
hidden reserves. As to the amounts of 
these profits only conjecture may be 
made but the writer recalls a rumor 
which he heard last summer in Europe 
to the effect that one of the banks in a 
few large transactions had doubled its 
surplus, carrying this profit, of course, as 
a secret reserve. 

The general expenses of the banks 
which used to fluctuate before the war 
around one-third of their gross profits 
are still as high as about 80 per cent. 
Most of the banks reduced their staffs 
somewhat in 1926 without, however, 
being able to reduce their expenses 
greatly. With the exception of the Dis- 
conto-Gesellschaft and the Deutsche 
Bank, both of which increased their cap- 
ital stock last year, all banks paid divi- 
dends ranging from 2 to 3 per cent. 
above last year’s rates (9 per cent. to 12 
per cent) . 

The balance statements of the banks 
(as far as available at the time of writ- 
ing) reflect clearly the changes which 
have taken place. The deposits increased 
greatly and as a result a number of banks 
have enlarged their capitalization during 
the year . 

The cash reserves held by the banks at 
the beginning of this year were rather 
low (3 per cent. to 6 per cent. of de- 
posits besides special rediscount facilities 
at the Reichsbank) especially if we con- 
sider that these figures were probably 
“window-dressed” and it is therefore not 
surprising that the Reichsbank president 
has suggested to them recently to carry 
larger cash reserves. Also the bill hold- 
ings were considerablely larger than last 
year. The most interesting change how- 
ever has taken place in the item “reports 
and lombards” i. e., in the stock exchange 
loans. Compared with last year they 
have increased from four to fifteen times, 
which indicates clearly that the banks 
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fully sympathized with the extensive 
stock exchange activities. It is probable 
that with greater restrictions on these 
loans they could have kept the stock 
prices within much more reasonable 
limits than they are at present. The loans 
show an increase proportionate to the 
growth of the deposits and seem to pos- 
sess a reasonable liquidity. 

There is no doubt that the large Ger- 
man banks are rapidly regaining their 
pre-war strength and position. The 
profitable activities of the last year have 
permitted them to rebuild their reserves 
on the inside, while on the outside they 
have greatly enlarged and solidified their 
circle of acquaintances and connections 
abroad and have, through subsidiaries, 
placed foot in many new places. (South 
America, Asia). It would not be sur- 
prising if before long two or more of 
them should merge and re-establish their 
direct branches abroad. 

The economic conditions in Germany 
seem still to be improving at the present 
time. Money is still easy but will prob- 
ably become dearer. Industrial activities 
are still strong. Unless labor troubles 
develop—and there is such a possibility 
since unemployment is very high—it is 
likely that the country will further re- 
cover and maintain the present produc- 
tion level and will thus be in a position 
to accumulate the necessary foreign ex- 


change within the next year or two to 
pay interest on the borrowed funds and 
to make the payments under the Dawes 


n 


is means that, with due discrimina- 
German investments would seem 
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to be safe for the near future. It is how- 
ever axiomatic that these payments will 
weigh heavily and that the Germans in- 
creasingly will ask for a revision. The 
future economic recovery of Germany is 
still dependent upon a great number of 
outside factors such as foreign tariff pol- 
icies, stabilization of currency and res- 
toration of purchasing power of neigh- 
boring countries (East), mandate prob- 
lem and no wide forecast can therefore 


be made. 
BANK OF MONTREAL REPORT 


A suRVEY of economic and business con- 
ditions of Canada, issued by the Bank 
of Montreal on April 22, is optimistic as 
regards the outlook for 1927. Domestic 
business, according to the survey, is 
maintaining its volume and presents 
many satisfactory features. As regards 
immigration the report says: 

“In a broad survey of the national sit- 
uation, nothing is more encouraging 
than the growth of immigration. It seems 
assured already that this year will record 
a larger influx of settlers than in any 
like period since pre-war days, settlers 
who go upon the land or engage in de- 
velopment of other natural resources, 
and all of the class easily assimilated. 
Arrivals from Great Britain and Scan- 
dinavian countries during the last four 
weeks have been much more numerous 
than in any like period for several years 
past, and the hope may be held that the 
movement will steadily increase.” 

The bank will be glad to mail copies 
of the entire survey on request. 

723 













THE FINANCIAL AND ECONOMIC 
SITUATION ABROAD 


By WILLIAM HAYEs 


Under this heading each month current political, financial and economic events abroa 
are summarized for the benetit of the busy bank executive who would keep himself informed 


d 
j 


about foreign affairs without the expenditure of time necessary to examine the data from 


which these articles are prepared. 


HEN Princeton University fol- 

lowed the lead of Columbia 

last month in criticizing the 
Administration’s funding of the war 
debts, Secretary Mellon of the Treasury 
Department saw that this habit was be- 
coming contagious. Up to that time 
he had been silent. To prevent a further 
spread of the epidemic of protests, he 
now administered a verbal spanking to 
the Columbia and Princeton faculties, in 
a letter addressed to President Hibben 
of Princeton. 

He expressed surprise that the pro- 
fessors had not made a thorough inves- 
tigation of the data on foreign debts be- 
fore presenting their conclusions to the 
public. Nor would it have been amiss 
to consider what encouragement their 
manifesto would give to France in her 
refusal to ratify the Mellon-Berenger 
agreement. Only a short time ago all 
the sounder economists claimed that the 
war debts must be funded before finan- 
cial stability could be restored. Most of 
them have been funded. To reopen the 
question would be a step backward, and 
“one calculated to produce discord and 
confusion rather than contribute to eco- 
nomic stability.” 

Answering the first specific contention 
of the Columbia statement, that the war 
debts were not business transactions but 
joint contributions to a common cause, 
Secretary Mellon directed attention to 
the fact that by the terms of the act 
providing for these loans, “what we al- 
lowed our associates to do, in effect, was 
to borrow money in our investment mar- 
ket . . . on the credit of the United 
States rather than on their own.” It 
was equivalent to having them sell their 
own bonds in the American market, with 
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the indorsement of the United States 
Government. “Had this course been fol 
lowed, would any one contend that the 
sums advanced were intended as contri 
butions to a joint undertaking, rather 
than loans expected to be repaid?” 

One point, he said, the professors had 
missed entirely. It was a principle of 
war finance that goods and services pur- 
chased by one ally in the country of an 
other ally should be financed by the lat- 
ter. The United States agreed to 
furnish the dollars with which all the 
purchases in the United States were 
made by the allies. But when we pur- 
chased supplies and services from France 
and the British Empire, we paid cash for 
them. “In other words, we paid cash 
for the goods and services necessary to 
enable us to make our joint contribution 
to the common cause. Our associates 
got the goods and services purchased in 
this country necessary to enable them to 
make that part of their joint contribu- 
tion on credit. Here is the fundamental 
reason which explains why we ended the 
war with every one owing us and our 
owing no one.” But there is no sug 
gestion that if we cancel the debts that 
we be reimbursed for the amount we 
spent in France and Great Britain to 
make our contribution to the cause. 


PRESENT SETTLEMENTS 


Finally, the present settlements do 
cancel practically all of the war indebt 
edness. “The present value of these debt 
settlements, at 5 per cent., a rate less 
than most of the debtor nations now 
have to pay for money, is, except in the 
case of Great Britain, either less than 
or approximately the same as the amounts 
borrowed after the armistice.” 
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The Columbia professors criticized the 
formula of “capacity to pay” as “hard 
and heartless.” But, says Secretary 
Mellon, to ask a debtor nation to pay 
less than it is able to pay is an injustice 
to American taxpayers; and not even the 
debt funding commission would ask a 
foreign debtor to pay more than it can 


pay. The burden on the foreign nations 


is not as great as the professors would 
have us believe. “The fact is that all 
of our principal debtors are already re- 
ceiving from Germany more than 
enough to pay their debts to the United 


States; and France and Italy, with the 
exception of this year in the case of the 
latter, are receiving from the same source 


more than enough to pay their debts to 
Great Britain also.” 

Do the European nations hate us be- 
cause of the debts, as the professors con- 
tend? “If they do,” says Secretary Mel- 
1. “the cancelation of that part of their 
debts which has not already been can- 
‘led will not of itself change their dis- 
ke into affection. Neither in interna- 


tional relations any more than in private 
life is affection a purchaseable com- 
modity.” 

He urges, finally “a fair trial . . . in 
practice” of the present settlements on 
the ground that reopening of the ques- 
tion “would do more to interrupt the 
steady progress achieved since settlement 
than might be gained from any ultimate 
minor adjustments that can be effected.” 


BANKERS AND THE GENEVA ECONOMIC 
CONFERENCE 


On May 4, the League of Nations 
opens an economic conference at Geneva. 
All nations have been invited to send 
delegates. The five who will represent 
the United States, recently appointed by 
President Coolidge, include two bankers 

Henry M. Robinson, president First 
National Bank, Los Angeles, and John 
W. O'Leary, vice-president Chicago 
Trust Company, Chicago. The other 
three American representatives are Nor- 
man H. Davis, former Undersecretary of 
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the Treasury; Dr. A. E. Taylor, of 
Leland Stanford University; and Dr. 
Julius Klein, director of the Bureau of 
Foreign and Domestic Commerce at 
Washington. The delegates will be ac- 
companied by a technical staff of eight 
expert advisers, including Dr. Arthur N. 
Young, economic adviser of the Depart- 
ment of State; E. W. Camp, Commis- 
sioner of Customs of the Treasury De- 
partment; Dana Durand, chief of the 
research division of the Bureau of For- 
eign and Domestic Commerce; Grosvenor 
M. Jones, chief of the finance division 
of the Bureau of Foreign and Domestic 
Commerce; Henry Chalmers, chief of 
the foreign tariffs division of the Bureau 
of Foreign and Domestic Commerce; 
Asher Hobson, permanent American 
delegate to .the International In- 
stitute of Agriculture at Rome; Dr. 
Percy Bidwell, European representative 
of the Tariff Commission; and John P. 
Frey, editor of the Moulders’ Journal, 
and an expert on labor questions. 

The agenda of the conference calls 
for consideration of: 

1. The world economic position. 

2. Commerce—liberty of trading, 
tariffs, indirect methods of protecting 
national commerce, and the effect on in- 
ternational commerce of reduced pur- 
chasing power. 

3. Industry—the difficulties of prin- 
cipal industries and the possibilities of 
action. 
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4. Agriculture—its present condition 
as compared with the situation before 
the war, causes of the present difficulties, 
possibilities of international action. 


GREAT BRITAIN 


As the date approached when Win- 
ston Churchill, Chancellor of the Ex- 
chequer, was to present his budget for 
England for 1927, apprehension among 
business men there increased. It was 
common knowledge that the general 
strike and the coal strike had increased 
the government's expenditures and re- 
duced its revenues so that in 1926 there 
was a deficit of £36,000,000. Business 
men know that in the long run budget 
deficits must be met by taxation. 

They were much relieved, therefore, 
when Mr. Churchill announced that the 
increased revenue necessary would be se 
cured with only very slight increase in 
tax rates. The bulk of the needed extra 
income is to come from making a part 
of next year’s taxes payable this year, 
and a more vigorous attempt to prevent 
income tax evasion. The landlord's prop 
erty tax, which is usually payable in tw 
instalments, will be made payable in one 
instalment, thus bringing half of the 
income into this year’s budget. Like 
wise, the period of credit to brewers for 
the payment of the beer tax is reduced 
from three months to one. 

If the business revival which Brit 
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has been enjoying in the last few months 
continues and increases, enough revenue 
may result to make further taxes un- 
necessary next year. If not, the problem 
of filling the gap in tax receipts will come 
up again then. The present method is 
merely a means of deferring the collec- 
tion of additional taxes for another year, 
taking a long chance that conditions will 
be better then than they are now. 


GERMANY) 


The recovery in German trade is now 
showing in the money markets. Day-to- 
day money is unaffected, but the rates for 
time loans have stiffened considerably. 
Investment rates are also higher resulting 
in the government loan, brought out re- 
cently at 92, being forced down to 90.5. 
Evidently the banks are raising rates 
rather than loaning as much as they can 
and then rediscounting. The advances 
and bill holdings of the Reichsbank con- 
tinue the decline begun about the first of 
this year. Reports of the German banks 
show that 1926 was a very profitable 
year for them, in spite of the very low 
money rates. These reports are the sub- 
ject of a special article elsewhere in this 
issue. 

The German Government has refused 
to renew guaranteeing credits to export- 
ers shipping goods to Russia. Last year 
300,000,000 marks were furnished to 
guarantee such credits, the government 
assuming 60 per cent. of the risk. Pri- 
vate insurance companies were unwill- 
ing, it was found, to assume the rest of 
the risk on shipments to Russia. And, 
after one year, the government was no 
longer anxious. The Soviet refused to 
guarantee payments in a_ satisfactory 
manner. It seemed to feel no closer tie 
to Germany because of the credit fea- 
ture. Whenever prices were better in 
ther markets, the Soviet bought there 
or cash, though whenever they bought 
‘om Germany, they used the credit fea- 

Finally, orders from Russia had 
not been frequent of late. 

P. W. Chapman and Company of 
New York recently offered to erect 
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buildings containing 14,000 apartments 
to relieve the housing shortage in Berlin, 
if the city would take over the leasing 
and would guarantee an annual income 
of $4,000,000. Though the city admits 
its inability to remedy the housing short- 
age, this offer was met with scornful 
criticism in the Berlin newspapers, paint- 
ing the Americans in the now familiar 


role of Shylock. 
FRANCE 


The very large revenue receipts which 
France is enjoying will, it is estimated, 
increase the surplus for 1926-1927 from 
the former estimated figure of 186,150,- 
775 francs to more than 1,000,000,000 
francs. The surplus receipts have al- 
ready been large enough to make the 
salary increases to civil servants, which 
went into effect on January 1, retroactive 
to last August. 

The government has used about 8,- 
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000,000,000 francs to repay advances to 
the Bank of France. The bank, in turn, 
asked the Bank of England if the ar- 
rangements for payment of its debt of 
£33,000,000 between 1928 and 1930 
could be modified to allow payment at 
once. On April 11, an agreement was 
reached. The Bank of France is to repay 
the £33,000,000 still due, and in return 
it is to get back into its vaults once more 
the £18,350,000 of gold which the Bank 
of England has held as security ever 
since the early days of the war. The 
gold reserve of the Bank of France, after 
this gold is returned, will again be more 
than $1,000,000,000, and second only to 
the gold reserve of the Federal Reserve 
banks. 

Money is so abundant in the French 
market that the rate on three months’ 
bills had fallen to 3/2 per cent. at the 
end of March. Following this decrease 
in the commercial rate for money, the 


Bank of France, on April 14, again 


lowered its discount rate from 32 to § 
per cent. This is the third reduction in 
the French bank rate since it stood at 
7, per cent. in July, 1926. 

The government is considering two 
financial measures to further improve the 
treasury: The issuing of a new loan of 
approximately 20,000,000,000 francs to 
refund and consolidate all the float‘ng 
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M. PAuL CLAUDEL 


Newly appointed ambassador to the 
United States from France 


debt due in 1928 and 1929; and the 
leasing of the match monopoly to a 
Swedish-American syndicate, for which 
it would have $80,000,000 caution money 
placed at its disposal for sixty years at 
54 per cent. 

In the meantime, there is a little 1m 
provement in business. Prices seem to 
have been stabilized, unemployment is 
slightly less, and trade is picking up in 
anticipation of the summer tourist rush 
which will begin in less than a month 


ITALY 





There are now some facts availab 
to show the extent of deflation in Ita 
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7 BANK OF ATHENS 


Established in 1893 


Capital and Surplus P . Dr. 100.600.000 
Resources more than. . Dr. 1.461.000.000 


Head Office: ATHENS, GREECE 


wo NEW YORK AGENCY: 25, Pine Street 

the LONDON OFFICE: 22, Fenchurch Street, E. C.3 

of BRANCHES 

to GREECE Candia Dimitsana Patras Xanthi 

ne ————- Canea Drama Piraeus oo 

is — cement Garguiont Frovenn. ‘Ustiea) 
: i ‘f Cc is: rargalian y 
a Carystos. pre on Pyrgos Zante 
Aghios Nicolaos Castoria i = = — EGYPT 

(Castri, Ky- Castro 7 diesen ~~ on oe 2 — 
nourias) Cavalla pee ee Se Alexandria 

Agrinion Chalcis Kiato Santa Maura Cairo 
Aliverion Chio Kyparissia Sorovitch Port Said 
Amalias Comocini Lamia Soul CYPRUS 
Amphissa Corfu Larissa Spaste _— 
Argos Corinth Lo a tn Limassol 
Argostoli Coumi Meg: alopolis Trikkala Nicosia 
Arta — Missolonghi Tripolitza ALBANIA 
Astacos a Mitylene Tsotylion ne 
Calamata Dedeagatch Nafpactos Veria Rises 
Calavryta Didimotichon Nigrita Volo Coritsa 


OVER 80 CORRESPONDENTS THROUGHOUT GREECE 
The Bank transacts every description of Banking business in Greece, Egypt and 


Cyprus. 


Special facilities granted to American Banks for their drawings in Drachmae and 











U. S. Dollars on the Head Office, Branches and Correspondents in Greece. 

















to date. Between June 30, 1926, and 
March 15, 1927, the government debt 
has been reduced 485,000,000 lire. 
Wholesale prices, which began to de- 
cline in August, 1926, from 697, reached 
in March, 1927, a new low of 598. Note 
circulation continues to decline, the re- 
duction in February, 1927, amounting to 
165,000,000 lire. The result is a rather 
constant appreciation in the exchange 
value of the lire. A burst of speculation 
on April 14 carried it over 5.04 cents. 
The Institute of Exchange, recently re- 
vived, then showed its control of the 
market. Heavy selling forced the rate 
down again the same day to about 4.91, 
the point from which it had started. 
There is no intention on the part of the 
Italians to stabilize the lire as the franc 
has been stabilized, but the government 
does not believe that such rapid rises are 
good for business. 

When this stabilization program was 
announced several months ago, it was 
possible to forecast its effects on business. 
There have been many examples, of late 


years, of what deflation will do. The 


experience of Italy is similar. The com- 
mercial attache in Rome says that the ad- 
vancing exchange has curtailed business 
“by increasing prices to foreign buyers 
and encouraging domestic buyers to 
withhold orders hoping that price reduc- 
tions will be realized. . . . Credit strin- 
gency still prevails, notwithstanding the 
fact that the banks have now considerable 
funds at their disposal. . . . Industrial 
activity has been materially reduced. . . 
Part time is general in many industries.” 
Unemployment increased from 180,000 
in January to 250,000 in February. 


SPAIN 


The funding of over 1,000,000 pesetas 
of the floating debt of Spain which fell 
due on February 4, this year, was re- 
ported in these columns in March. En- 
couraged by the success of this operation, 
the government offered another issue of 
5 per cent. bonds to the holders of the 
remainder of the floating debt. Prac- 
tically the whole remainder, of more 
than 4,000,000 pesetas, was refunded by 
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Capital Fully PaidIn . ‘ 





BANCO ALEMAN-ANTIOQUENO 


MEDELLIN, Colombia, S. A. 
Established 1912 
Statement of Condition as of December 31, 1926: 
$2,000,000 
Reserves and Undivided Profits $1,053,500 


Branches: Armenia (Caldas), Barranquilla, Bogota, Bucaramanga, 
Cali, Honda; Bremen (Germany). 


GENERAL BANKING BUSINESS 


$10,462,800 
$18,981,loo 


Deposits . ° 
Total Resources 








this operation. What was not refunded 
was redeemed in cash. 

With the floating debt thus complete- 
ly wiped out, and a budget more nearly 
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Dr. G. VissERING 
President of the Netherlands Bank of 
Amsterdam, Holland, who is enroute 
to the United States to study the bank- 
ing methods of the country, give sev- 
eral talks on European banking and, 
perhaps, negotiate some international 
financial matters. 


balanced than in years, foreign confi- 
dence in Spanish exchange returned 
with a rush. The peseta advanced to the 
highest point in seven years, 18.08 on 
March 28. Foreign banks increased their 
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peseta balances, the stock market showed 
an advancing tendency, business im- 
proved, and call money in Madrid 
dropped from 5 to 3! per cent. 


PORTUGAL 


Portugal’s war debt to Great Britain, 
the net amount of which is £20,133,589, 
is to be repaid in the following 1nstal- 
ments, according to the funding agrce- 
ment recently signed: 


MEE ier eae Gee Ra eC £250,000 
i EET COTTE T OCT TTC OE 300,000 
1929 to 1938 inclusive .......... 350,000 
FSS) & BS5C7 THOSE «2c c0ses 400,000 
DEE: st55%0bac 0s sddwavesenens 200,000 


The agreement contains a provision 
not found in any of the others, providing 
that should Great Britain receive, from 
German reparations and repayments on 
the war debts owed her, more than the 
amount she has to pay to the United 
States on her war debt, Britain will 
credit to Portugal that proportion of the 
excess which the payments made by 
Poland bear to the aggregate amount re- 
ceived by Britain from reparations and 
her war debt funding agreements. 

Unique also is the option given Por- 
tugal to retire the whole debt by a single 
payment of £5,500,000 on or before De- 
cember 31, 1927. 


AUSTRIA 


A rumor got around in Vienna that 
the Dorotenum National Pawn Shop, 
which operates also a savings bank, was 
not safe. Men rushed to “save their 
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production of the Islands. 
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The Philippine Islands Trade is Growing Rapidly 


The tremendous Balance of Trade in favor of the Philippines proves the 
Present and Potential Development Possibilities. 

If you are interested, the Bank of the Philippine Islands offers the highest 
class and most reliable Banking Services. 

As the Oldest Bank in the Orient, we naturally maintain a very strong 
position which enables us to properly carry out the wishes of our clients, 
assisting them in the development of their trade and stimulating the 


Che Bank of the Philippine Jalands 


Capital fully paid-up . (Pesos) 6,750,000 - ($3,375,000) 
Head Office: MANILA, P. I. 


Brancues: ILoi.o, Cesu, ZAMBOANGA 


Fulgencio Borromeo 
Rafael Moreno ........... ‘Vice-President & Secretary 


2,250,000 - ($1,125,000) 


President 











J. M. Browne ....Vice-Pres. & Mgr. Foreign Dept. 
D. Garcia Cashier 
S. Freixas Chief Accountant 
I IS yx Manager Iloilo Branch 
BE. BVO FOG ccccscccccccscccence Manager Cebu Branch 
J. M. Garcfa ............ Manager Zamboanga Branch 


Correspondents in all parts of the World 
Special attention given Collections 




















savings.” Savings are necessary to carry 
one through the periods of unemploy- 
ment which are so frequent in Austria. 
Before they were convinced that the bank 
could pay all depositors in full, more 
than 20,000,000 schillings, one-third of 
the total deposits, had been withdrawn 
and deposited with the Vienna municipal 
savings bank. The latter now holds over 
270,000,000 schillings in savings deposits, 
more than all the other savings banks in 
Vienna combined. “This means,” says 
a Vienna mewspaper correspondent, 
“that more than half of all Austrian 
savings bank deposits are politically 
under control of the Socialists.” 


JAPAN 


In the reconstruction after the 1923 
earthquake in Japan, the government en- 
couraged the banks to make advances to 
firms needing credit, pledging itself to 
make good losses incurred from such ad- 
vances up to $50,000,000. About $215,- 


000,000 was loaned, relying on this 
pledge. Most of it has been repaid. Only 
$1,035,000 remains outstanding. The 
banks asked the government to make 
good on its promise, and a bill was in- 
troduced to allow the government to ad- 
vance government 5 per cent. bonds to 
the eight large and eleven small banks 
in whom this earthquake paper is lodged. 
These bonds were to be loaned to the 
banks for ten years. But the Japanese 
House of Peers delayed passing the bill 
until they had questioned the Finance 
Minister. In the course of this question- 
ing, the minister let slip the information 
that the Watanabe Bank, Tokyo, held 
some of the earthquake paper. A run 
started on the Watanabe Bank, and it 
was forced to close on March 15. Then 
the run shifted to the Nakai Bank, in 
the same city, and it closed on March 
19. Six other Tokyo banks, the Akaji, 
the Hirobe, the Murai, the Nakazawa, 
the Eighty-fourth, and the Soda Banks 
all closed within the next week. Four 
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The principal thoroughfare of Nanking, before the fighting, showing activities 
on all sides. 


small country banks were also closed, 
due to the same cause. 

The House of Peers then stopped 
quibbling and hastily passed the Earth- 
quake Notes Adjustment bill. The runs 
promptly ceased. It was fortunate that 
only “second rate” banks were involved. 
As it happens, ten large banks in Tokyo 
control nearly 70 per cent. of the de- 
posits in that city. Nore of the failed 
banks was among this ten. The total de- 
posits of the eight banks amounted to 
only $85,000,000. 

Far more serious was the failure of 
Suzuki and Company, Limited, one of 
the premier export and import houses of 
Japan, on April 5. For the Bank Taiwan 
was the principal creditor of Suzuki and 
Company. Of the bank’s 890,000,000 
yen of assets, it is said that 300,000,000 
yen consisted of loans to Suzuki and 
Company, and the company is estimated 
to have sufficient good assets to pay 60 
cents on the $1. 

The Bank of Taiwan, which is a semi- 
governmental institution, applied to the 
government for temporary assistance, 
and the cabinet announced that the gov- 


ernment would advance about 200,000,- 
000 yen to the bank. But on April 17 
the privy council disapproved of this 
plan. The result was a resignation of 
the cabinet, and the appointment of 
Baron Tanaka as premier, to form a new 
government. 

On the same day that the privy coun: 
cil announced its rejection of the plan to 
aid the Bank of Taiwan, the bank an- 
nounced that it would suspend business 
for three weeks. In the meantime, it is 
reported that the Bank of Japan has sent 
around 250,000,000 yen to the Bank of 
Taiwan, in convertible notes. Later it 
was announced that the main office of 
the Bank of Taiwan would keep open, 
tut that all its branches would be closed 
for three weeks. 

Another result of the failure of Suzuki 
and Company was the closing of the 
Sixty-fourth Bank of Kobe, in which 
Suzuki had a 25 per cent. interest. 

It may or may not be significant to 
recall that the crisis of 1920 in the 
United States was preceded by a similar 
crisis in Japan. 
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INVITED 





FOREIGN BANKS ARE INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 
UR close contact with the commercial activities with five 


Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 


S. N. POCHKHANAWALA, Managing Director 




















THE PAST MONTH IN CANADA 
By J. W. Tyson 


ITH employment showing an 

\X/ increase of 5 per cent., car 
loadings up more than 10 per 

cent., railway earnings somewhat im- 
proved, construction greater by 10 per 
cent., bank debits up 72 per cent., and 
other indicators showing a continued in- 
crease in the volume of business, Canada 
is experiencing more prosperous condi- 
tions than since before the war. Opinion 
holds that economically and politically 
the situation is more stable and generally 
more satisfactory than at any time dur- 
ing the present century, which was pre- 
dicted to be “Canada’s century,” but 
which, until the present, has shown little 
indication of living up to this forecast. 
Agriculture, having been restored to 
a state of comparative prosperity, fol- 
lowing the post-war depression, the 
volume of immigration is increasing. 
Mineral development throughout the 
northern areas is on a big scale, and re- 
sults obtained are encouraging substan- 
tial investments of new capital. The 
outlook for the pulp and paper indus- 
try is clouded, because of the fear of 
overproduction, but that industry prom- 
ises to continue, as it has been in recent 
years, a big factor in the creation of 
national wealth. Power developments 
are being carried on in a big way, and 
many millions are being invested in vari- 
ous projects. Railway construction is 


5 


being revived for the first time since, the 
boom before the war, and may be re- 
garded as a striking indication of the re- 
stored confidence in the country’s future. 


IMMEDIATE PROSPECTS 


The immediate business prospects de- 
pend to a large extent on the crop. An- 
other good year for the farmers will 
greatly increase buying power in the 
rural communities. Reports from West- 
ern Canada indicate increased acreage, 
as the result of satisfactory prices and 
immigration. Conditions for seeding 
are regarded as quite satisfactory, with 
plenty of moisture. Wet weather last 
year curtailed fall ploughing, but the in- 
dications are that this will be more than 
made up. Already increased buying of 
equipment and supplies is being en- 
couraged by the satisfactory outlook. 

Reports of industrial concerns indicate 
increased profits last year but, with de- 
clining prices and keen sales competition 
to maintain output, profits for the cur- 
rent year may prove something of a dis- 
appointment in relation to total volume. 
In some industries earnings are unsatis- 
factory and failures continue among 
smaller concerns which cannot success- 
fully compete with the larger producers. 
The lumber industry continues in an un- 
satisfactory condition, from the stand- 
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point of profits. Activities at present 
are on a fairly satisfactory scale, but 
there is still a surplus of logs from last 
fall, and in British Columbia plans are 
being formulated to curtail production, 
in order to stabilize prices. 

Among the larger industrial concerns 
the annual reports which have been pre- 
sented indicate that the lesson taught by 
the inflation of 1921 has had its effect. 
Since 1921 inventories have shown con- 
sistent yearly declines, while cash and 
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THE Hon. VINCENT MASSEY 


Canada’s first minister to the United 

States, who has just arrived in Wash- 

ington, D. C., to assume the duties of 
his newly created office. 


negotiable securities have expanded pro- 
portionately. In fact cash and current 
investments are shown at a higher level 
than inventory values, which find re- 
flection in the comparatively low level 
of current bank loans in relation to the 
scale of business activity. 


INCREASING IMPORTS 


Increasing imports and declining ex- 
ports have reduced Canada’s favorable 


balance of trade from $375,000,000 to 
$225,000,000 for the eleven months of 
the fiscal year. But while this is re 
garded as an unfavorable economic de- 
velopment, analysis indicates that indus- 
trial exports are being well maintained, 
and that the increase in imports is large- 
ly accounted for by larger purchases 
of raw materials or partly manufactured 
supplies for industrial concerns. This 
class includes such items as raw cotton, 
chemical products, dyed fabrics, grease 
for soap, raw hides and skins, unman- 
ufactured leather, iron, rolling mill 
products, auto parts, unmanufactured 
tobacco, unmanufactured wood, etc. De- 
clines in exports represent curtailed 
shipments of cattle, cheese, fish, grain 
and products and meats. 

The fact that the country’s trade is in 
a healthy position is indicated by the 
favorable position of the Canadian dol- 
lar in New York. During the winter, 
while navigation was closed and exports 
were curtailed, the Canadian dollar de- 
clined to the extent that shipments of 
gold were made to Wall Street on a sub- 
stantial scale. However, the situation 
has now char.ged, ar.J the indications are 
that the gold movement will soon be in 
the other direction. 


INCREASED BUILDING 


Increased building and construction 
activities are indicated by permits taken 
out and contracts awarded. It is esti- 
mated that there is in prospect $200,’ 
000,000 of work to be undertaken dur- 
ing 1927, showing an increase over the 
projects in hand at the same time last 
year of $90,000,000. While there is 
evidence that in some parts of the coun: 
try the housing situation has been taken 
care of for the time being, the indica- 
tions are that with the improvement in 
general business conditions, there will be 
an increased demand for commercial 
premises, while industrial building con- 
tinues on a big scale. 

Analysis of the reports of the leading 
Canadian pulp and paper companies for 
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1926 indicates that in all cases profits 
were well maintained or substantially in- 
creased. Where marked increases in 
earnings are shown, they can be attrib 
uted, in part, at least, to expansion of 
productive capacity. It is noteworthy 
that apprehension that increased produc- 
tion would cut into profits, because of 
the reduction of $5 per ton in the price 
of newsprint, was unfounded because 
business and profits were unimpaired. 
For this reason the fear that increased 
production this year will materially af- 
fect profits is tempered. 

Following unsuccessful efforts at Wash- 
ington to have an embargo placed against 
the exportation of Canadian milk and 
cream to the eastern states, an outbreak 
of typhoid has given the authorities an 
excuse for such a step. However, there 


is a feeling in Canadian agricultural cir- 
cles that the effect of the embargo may 
be beneficial in encouraging the develop- 
ment of the dairying industry in the east- 
ern provinces of Canada. This is the 
view of the situation taken by the Hon. 
J. E. Caron, Minister of Agriculture of 
Quebec, who regards the embargo as a 
necessary lesson for the farmers of the 
province. The Quebec government has 
long preached the development of the 
dairying industry, foreseeing the day 
when the United States would close its 
markets for milk and cream. Mr. 
Caron sees the British market as the 
surest one for Quebec’s dairy products. 
This would mean the manufacture of 
butter and cheese for export rather than 
selling milk and cream to the United 
States. 





 «) AIRSPY’’ SHOW-ROSS AVIATION CO 


Aerial view of Melbourne, Australia. 





INTERNATIONAL 


HE National Bank of Scotland Limited, 
Edinburgh, showed net profit for the 
year ended December 31, 1926, of 
£2,523,582, after making provision for rebate, 
income tax, bad debts and contingencies. To 
this was added the balance brought forward 
from the previous year, making a total of 
£3,057,877, to be disposed of as follows: 


F 3 

To interim dividend on the “A” 

shares for the half-year ended June 

30, at 16-2/3 per cent. per annum 

ee DOR i or eck cine 958,197 
To interim dividend on the “B” 

shares for the half-year ended June 

30 at 5 per cent. per annum, less 


DE I: Cgacnoedacesaeweaw 28,745 
To bank premises account ........ 250,000 
To staff superannuation fund ...... 300,000 


To dividend on the “A” shares for the 
half-year ended December 31, at 
16-2/3 per cent. per annum less 
ee eee ee 958,197 
To dividend on the “B” shares for the 
half-year ended December 31, at 
5 per cent. per annum, less income 


TAK cccccerccccccccccscesccces 28,745 
To balance carried forward to next 
DO age ane Rieke eet aaa Gee 533,991 


Paid up capital of the National Bank of 
Scotland Limited is £15,810,252, reserve fund 
£10,000,000, current and other accounts 
£346,132,523 and total assets £390,414,316. 


Net profit of the Central Bank of India, 
Limited, Bombay, for the year ended Decem- 
ber 31, 1926, amounted to Rs. 23,62,973, in- 
cluding the sum of Rs. 3,79,506 brought for- 
ward from the previous account. This has 
been disposed of as follows: 
Rs. 

To ad interim dividend at the rate of 

10 per cent. per annum, free of 

NG eee a a anata gine i ee 8,40,660 
To depreciation in land and buildings 1,00,000 
To income tax and super tax ...... 1,50,000 
To final dividend at the rate of 10 

per cent. per annum, free of in- 

CE SOE ioc cwsecvckvewspaes 8,40,660 
To carry forward to next account. .4,31,653 


Paid up capital of the bank is Rs. 1,68,13,- 
200, reserve Rs. 1,00,00,000, current and 
savings bank deposits Rs. 8,06,24,997 and 
total assets Rs. 25,12,74,098. 


Tue Commerce-und Privat-Bank, A.G., Ham- 
burg-Berlin, which established an office in 
New York City early this year, will move soon 
to its permanent location in the new building 
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BANKING NOTES 


at 50 Broadway. The bank has been tem- 
porarily quartered at 48 Wall street. 

F. H. Neuerbourg, managing director of the 
institution, arrived in New York several 
weeks ago to introduce Konrad von Ilberg, 
who has been appointed the New York repre- 
sentative of the bank. Mr. von Ilberg has 
been an officer of the Commerz-und Privat- 
Bank for a number of years. 

The Commerz-und Privat-Bank is one of 
the leading banks in Germany. Its capital 
amounts to RM 60,000,000 and reserves to 
ca. RM 35,000,000. Its net earnings in 1926 
were ca. RM 8,050,000 against ca. RM 5,125.- 
000 during 1925. It has been announced 
that a dividend of 11 per cent. for 1926, in- 
stead of 8 per cent. as for 1925, will be paid 
to the shareholders after the general meeting 
April 26. The value of the shares quoted 
on the Berlin Stock Exchange 1s ca. 225 per 
cent. 


NET profits of the Commercial Bank of 
Greece, Athens, for the half-year ended De- 
cember 31, 1926, amounted to Dr. 17,440, 
409.89, including Dr. 96,483.54 carried over 
from the previous half-year. This has been 
allotted as follows: 
Dr. 

To ordinary reserve, plus interest. 1,034,645 
To ordinary dividend at Dr. 3 per 


OE vabbecinwesacabaweled 1,422,000 
To extraordinary dividend at 

Dr. 29.43 (tax included)..... 13,950,973 
CO ee 995,400 
To carry forward to next account. 37,391 


Paid up capital of the bank is Dr. 50,000,- 
000, reserve Dr. 6,517,803.70, deposits 
Dr. 396,316,261.36 and total assets Dr. 677, 
130,069.40. 


Net profit of the Bank of Japan for the 
year ended December 31, 1926, was Yen 10, 
358,657.217, an amount Yen 10,198.902 
greater than that of the preceding year. The 
unappropriated profit carried over from the 
previous year was added to the net profit for 
1926, making a total available for distribution 
of Yen 14,482,589.766. Dividends for both 
the semi-annual periods of 1926 were at the 
rate of 12 per cent. per annum, as in the 
preceding year. 

Subscribed capital of the Bank of Japan, 
according to its statement of December 31, 
1926, is Yen 60,000,000.000, reserve fund 
Yen 74,890,000.000, current accounts Yen 
52,383,677.240 and total assets Yen 2,349, 
406,288.954. 


STATEMENT of condition of Lietuvos Bankas, 
Kaunas, Lithuania, as of February 28, 1927, 
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showed capital of Litas 12.000.000, reserve 
of Litas 1.000.000, deposits of Litas 35.888.- 
150.97 and total assets of Litas 160.662.865.- 
04. Net profit of the bank for the year ended 
December 31, 1926, amounted to Litas 1.- 
102.866.74. 


Directors’ report of the Atkiebolaget Gotes- 
borgs Bank, Gothenburg, for the year ended 
December 31, showed net profits for the year 
of Kr. 4,559,783:70. To this has been added 
Kr. 2,486,691:38 brought forward from the 
previous account. This will be disposed of 
as follows: 
Kr. 

To dividend to shareholders of 

10 per Cent. ccccccccccces 4,375,000 
To balance carried forward to 

Cr SEE a oe d-veweween 2,671,475 :08 


The bank’s paid up capital is Kr. 43,750, 
000, reserve Kr. 31,000,000, current ac- 
counts Kr. '78,050,473:98 and total assets 
Kr. 516,055,204 :88. 


Net profit of the Rotterdamsche Bank- 
vereeniging, Rotterdam, for the year 1926 
amounted to fl. 2,294,444, which it has been 
proposed to allocate as follows: 


fl. 
To dividend of 4 per cent. on 
Se i n60o és sedaweoen 2,000,000 
To tax on dividend .......cs00. 181,000 
To balance carried forward ...... 113,444 


Capital of the bank is fl. 10,000,000, re- 
serve fund f1.2,500,000, deposits fl. 81,789,- 
412, and total assets fl. 106,049,958. 


BALANCE sheet of the Credit Suisse, Zurich, 
as of December 31, 1926, showed current ac- 
counts of fr. 271,436,183.65, capital of 
fr. 130,000,000, reserve fund of fr. 40,000,- 
000 and total assets of fr. 1,055,130,021.72. 


A NeW branch of the Primary Producers 
Bank of Australia Limited, Sydney, has been 
opemed at Sussex street. This branch is in the 
center of the marketing and distributing dis- 
trict of the city and its opening will enable 
the bank to efficiently make a bid for letters 
of credit and other business of clients in the 
vicinity. 


Report of the Bank of Scotland, Edinburgh, 
for the year ended February 28, 1927, shows 
that net profits for the last year amounted to 
£370,118, after providing for all bad and 
doubtful debts, allowing for rebate, interest 
and all expenses. To this has been added the 
balance from the previous year, £150,347, 





Trade With Sweden 





Aktiebolaget 


Goteborgs Bank 


Gothenburg and Stockholm 
SWEDEN 


Established in 1848 


Own capital Kr. 78,750,000 
(over $20,000,000) 


Through our many branches and 
correspondents all over Sweden 
we are able to offer every accom-~ 
modation possible for banking 
transactions in Sweden. 


Cable address: Gotabank 











making a total of £520,466 to be disposed 
of as follows: 


£ 
To credit of reserve fund .......... 125,000 
To reduction of bank premises ac- 
CUES ciwiesnsncoanesinSeesewen 25,000 
To reduction of heritable properties 
DE $:44-6444ss4ehewddsndes 25,000 


To payment of interim half-yearly 

dividend at the rate of 16 per eent. 

per annum, less income tax ...... 96,006 
To payment of final half-yearly divi- 

dend at the rate of 16 per cent. 

per annum, less income tax ...... 96,000 
To carry forward to next account. .153,466 


STATEMENT of the Royal Bank of Canada 
as of February 28, 1927, shows total assets 
of $748,368,702, paid up capital of $27,- 
502,350, reserve fund of the same amount, 
and deposits of $600,068,006. 


A New York branch of the Nomura Securi- 
ties Company, Ltd., affiliated with the 
Nomura Bank, Ltd., Osaka, has been opened 
in the Equitable building. The company is 
headed by O. Kataoka and the New York 
branch is under the direction of G. Takagaki, 
who recently arrived from Japan. 
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“This is among the first attempts of Jap- 
anese financial organizations to distribute all 
types of Japanese securities in the American 
market,” said Mr. Takagaki. 

“We purpose to provide valuable services 
through this office in acting as intermediary 


between American interests and those of 
Japan and in the investigation of Japanese 
corporations for American investors.” 

Paid up capital of the bank is £1,500,000, 
reserve fund £1,632,500, deposits £3 1,936,520 
and total assets £39,649,074. 


R. H. TENNANT APPOINTED CHAIRMAN WEST- 
MINSTER BANK, LIMITED, LONDON 


T a meeting of the board of di- 
A= of Westminster Bank, 
Limited, London, held recently, 
Robert Hugh Tennant, deputy chairman, 
was elected chairman in place of the 
late Walter Leaf. The Hon. Rupert 
Beckett was elected deputy chairman in 
succession to Mr. Tennant. Mr. Ten- 





RoBert HUGH TENNANT 
New chairman of the Westminster 


Bank Limited, London. 


nant was born in 1860 and was the son 
of R. Tennant, M.P. of Chapel House, 
Yorkshire. He was educated at Rugby 
and has long been prominently associated 
with Derbyshire industries and activi- 
ties. At the present moment he is on 


the board of the Stanton Ironworks. He 
has thus brought to the Westminster 
Bank a valuable connection with the 
midland counties of England. 

Mr. Tennant was a director of 
Crompton’s Bank, one of the famous 
English country banks. By 1914 he was 
deputy chairman of that bank, and in 
that year, when it was absorbed by Parr’s 
Bank, he was appointed to a seat on the 
board of the larger institution. Two 
years later he became deputy chairman 
of Parr’s Bank. 

In 1916 Parr’s Bank became merged 
in the London County Westminster and 
Parr’s Bank Ltd., and in 1918 Mr. 
Tennant was elected joint deputy chair- 
man with Sir Montagu Turner of what 
was later to be called Westminster 
Bank, Ltd. 

For several years Mr. Tennant was a 
member of the advisory council of the 
Board of Trade. He is now a member 
of the Council of Foreign Bondholders 
and is also on the boards of the Bank of 
British West Africa and the British 
Italian Banking Corporation. 

The Hon. Rupert Beckett, who is now 
associated with Sir Montagu Turner as 
deputy chairman, was a partner in 
Beckett & Co., the well known banking 
house of Leeds, Yorkshire. When a few 
years ago this was absorbed by West- 
minster Bank, he was appointed to a 
seat on the board of the latter institution. 
He was born in 1870 and is a director 
of the London and North Eastern Rail- 
way, the Royal Exchange Assurance 
Corporation and the Yorkshire Penny 
Bank. 
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How Banks are Advertising 


Special Section of The Bankers Magazine 








MAY 1927 








HE capitalizing of cur- 

rent »vents and fads of 

the moment in bank 
advertising is illustrated 
by recent advertisements of 
the National Bank of Com- 
merce in St. Louis. 

Shertly after the newspa- 
pers of that city had an- 
nounced the start of the in- 
telligence tests through ques- 
tion and answer columns, the 
National Bank of Commerce 
prepared a set of questions, 
all dealing with some phase of 
banking or wealth, and in- 
serted them as a newspaper 
advertisement. A savings ac- 
count of $1, it was an- 
nounced in the advertise- 
ment, would be given to all 
those bringing in the correct 
set of answers. 

The questions were as fol- 
lows: 


1. Who is regarded as the 
American Croesus? 

2. What state has two 
Federal Reserve banks? 

3. What large institution 





The annual convention of 
the Financial Advertisers’ 
Association will be held Sep- 
tember 12, 13 and 14 of this 
year in West Baden, Ind., 
according to a decision made 
by the board of directors of 
the association during its 
mid-year conference New 
Orleans recently. 








——_ 








$1,000 Prize Award 


for this advertisement 









THEY SAW 


EUROPE 
on Ess 
i 





T was the dream of this man and his 

wife to travel abroad They made their 
dream come true by saving dimes. 

Every time they had a 10 cent piece st went into a little 
bank Each mme the little home bank filled up they depomted 
the dimes in a Special Interest Account at this Bank 

One fine day this man and his wife set sail for chew mx 
weeks trip to the Old World Old fasmoned thrift took 
them there and brought them safely home 

Though they are people of modest means we count them 
rvch—rich in the wealth of wonderful memories whuch will 
be theirs as long as they hve 


The moral of this true story 1s quite plain: 
HE better prepered s man m Make your begnning now Start 
the farther he will go um life as with a weekly sum —emall enough 
well as on vacations for you to be regular about —large 

enough to omoun 

“4 worth while an s year # time 
than the methodical habet of put- Let us help to start you on your 
ting ande a definte part of what way When you come in please ask 
you carn’ for the Special Interest Department 


THE 


MANUFACTURERS NATIONAL 
BANK OF TROY 


Mam Offue Ofce 
FRANKLIN SQUARE 604 SECOND AVENUE 























When the above advertisement of the Manufacturers 
National Bank of Troy, N. Y., was awarded the $1000 
Harvard prize for the best use of text of any advertise- 
ment during 1926, the bank capitalized this award by re- 
producing the prize winning advertisement with the 
caption “$1000 Prize Award” above and explanatory 
copy below. More than 5000 selected advertisements 
from all parts of the country were entered for the award. 
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Resources more than $200,000,000 








After They Decided On Buffalo— 


Then we're all agreed —we'll start building the 
Buffalo plant right away.” 


By the way,” came a voice from the far end of the 
room. “Has Buffalo a bank big enough for us?” 


The treasurer thumbed through his papers. “Here's 
The Marine Trust Company statement 
more than two hundred million; capital and sur-~ 
plus, twenty million.” 


Humph!” granted the fat man. “We'll have to 
grow some ourselves before we get wo big for 
that bank 

~ MARINE 


eg Camgh 
+) TRust GOMPANY 


Resources, 


Thirty-three Convenient Offices 

















Well written institutional copy, supported by unusually 
good art work. 


is at the southeast corner of 
Broadway and Olive? 

4. What did the American 
Indian use for money? 

5. What is the best thing 
to have handy in case of sick- 
ness or disaster? 

6. On what large down 
town building is posted a tab- 
let of the Lewis and Clark 
Expedition? 

7. Who is the treasurer of 
the United States? 

8. How much have you in 
your savings account? (An- 
swer this and keep it a se- 
cret.) 


9. Who is president of the 
National Bank of Commerce 
in St. Louis? 

10. Who was the greatest 
exponent of thrift? 

At the bottom of the ad- 
vertisement, before the bank’s 
signature, was this advice: 
“If you can’t satisfactorily 
answer question 8, be pre- 
pared to do so in the future 
by visiting our savings de- 
partment.” 

A number of new accounts 
were opened through this ad- 
vertisement. Its effectiveness, 
of course, was based on cap- 


a 


italizing a fad at a time it 
was reaching a fever heat 
with the public. Fads usually 
must be capitalized quickly 
for they sometimes die almost 
over night. 

The same bank seized an- 
other current event for an 
advertisement.. Soon after 
the Chamber of Commerce 
of St. Louis inaugurated a 
movement for daylight sav- 
ing, the bank published the 
following appeal on March 
14, the day before the mid- 
month pay day: “Do your 
daylight saving here. You 
don’t have to wait for the 
Board of Aldermen to pass a 
law—you can do your day: 
light saving now and every 
working day at the south 
east corner of Broadway and 
Olive.” Following this was 
the slogan of the bank— 
“Large Enough to Serve 
Any, Strong Enough to Pro- 
tect All,” with emphasis on 
the fact that it is the “Na- 
tional Bank for Savings” and 
that the savings department 
is open until 6.30 on Mon 
days. 


AN effective appeal to stock: 
holders to aid their bank 1s 
made by a folder issued by 
the Fidelity Union Trust 
Company of Newark, N. J. 
The folder is entitled “Three 
Ways” and shows in dia 
gram form the three ways 
in which a stockholder of 
that institution may aid the 
bank, and what that aid 
amounts to. 

The copy reads: 

“When the _ stockholder 
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(1) maintains a substantial 
account and uses the other 
services of the bank; (2) 
speaks favorably of his bank 
whenever and wherever pos- 
yble; (3) uses the full force 
of his influence to bring new 
business into the bank—it 
brings to the Fidelity Union 
(1) increased earning power, 
(2) greater surplus, (3) lar- 
ger undivided profits—which 
gives to the stockholders (1) 
possibility of larger divi-“ 
dends, (2) improved market 
position of his stock.” 


THE Minnesota Loan and 
Trust Company, Minneapo- 
lis, advertises its “Faithful 
Service Since 1883” in an at- 
tractive pamphlet. Service 
begins at the entrance to the 
bank, the copy states, where 
a floor man is ready to direct 
the customer to any of the 
bank’s departments. Service 
in the banking, investment, 
and trust departments is de- 
scribed, as are the institu- 
tion’s services for individuals 
and corporations. 

The booklet is illustrated 
with line drawings and is 
printed in two colors. 


In the great volume of ad- 
vertising matter that is being 
published regarding the ad- 
vantages of a bank or trust 
company as executor or trus- 
an estate, a booklet of 


the State Street Trust Com- 


tee of 


pany of Boston stands out. It 
is attractively gotten up and 
printed in a conservative 
style and the copy is easily 
read and understood. En- 


closed with the pamphlet 
is a card which may be filled 
out and returned to the 
bank, asking for a copy of 
the company’s book, “Will 
Making—the Chart of an 
Estate.” This, according to 
the copy, is a more complete 
analysis of the resources of 
an executor or a trustee and 
of how they can be brought 
to the service of an estate. 


ONE of a series of folders 
sent out by the travel bureau 
of the Mellon National 
Bank, Pittsburgh, entitled 


“Ports of Romance,” is made 
up chiefly of colored illustra- 
tions of various picturesque 
scenes in Europe. The copy 
describes briefly the points of 
interest in England, Switzer- 
land, Scotland, Germany and 
Austria, while the back cover 
of the folder is used to give 
the practical details and the 
services of the Mellon Trav- 
el Bureau. 


THE Chase National Bank 
of New York has issued a 
booklet for travelers telling 
of the convenience of carry- 








it specialize in some other line?” 


business in that territory “ 





“So That Bank Really Wants Us 
To Come To Buffalo?” 


“Yes, and they convinced me, too. They had 
a bunch of charts and figures that proved 
everything they've said in their letters.” 


“Well, I know a lot of other plants have 
moved to Buffalo but I don't want to take 
snap judgment. Does The Marine know any- 
thing about conditions in our industry or docs 


3 
“Oh, they know our line—and other lines, 4 z 
too. People around town told me that The «J 
Marine handles « big part of every kind of f 0+ 





MARINE 







(fq 5 
Trust GComPANy’ ig 


| Resources more than $200,000,000 (as) 


Thirty-three Convenient Offices 











2 Broad Experience Based on Diversified Business 2 








Another specimen of Marine Trust advertising, com- 
bining good copy and art work in a well planned layout. 
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COMMERCIAL BANKING 
SAVINGS FOREIGN EXCHANGE 


PERSONAL CHECKING ACCOUNTS 
AGENCY ACCOUNTS 





TRUSTS 
SAFE DEPOSIT 


EXECUTORSHIi'S 
SECURITIES 








“I cannot belicwe in death 
to say, im my own death. | can easily 
enough understand the death of others ; 
but how do you expect me to conceive 
of myself as mo longer existent?” 

—Roniar Louis StEvenson. 


that is 


The Strange Twist 


“ROM SAMOA, 


an incurable invalid, Robert Louis 


Stevenson wrote that he still refused to believe in 


death 


He aptly expressed the strange twist in the average 
human mind which regards death as something imper- 
sonal, and which is accountable for so much procrastina- 
tion in writing wills and lack of foresight in planning for 


the family estate. 


Making a will 1s not a final, irrevocable step. Wills 
should be made and re-made as often as business and 
family circumstances Warrant, and should be reviewed 


annually 


The danger is in leaving no will at all. 


No matter 


what your family conditions or what changes are impend- 
ing in your business, you should have a will, if only a 
temporary will which makes this Institution executor- 


trustee 


Write for our book, “ 


It is impossible to foresee all future contingen 
cies, and dangerous to wait. 


Points to-Cover in Your Will”. 


FIDELITY UNION TRUST COMPANY 


Largest Bank in NewJersey 


N a NewJersey 
at Broad and Bank 





Capitat, Suapius, AND Unpiviveo Prorits (December 31, 1926) 
Tovar Resources, all Fidelity Union Banks (December 31, 1926) 


Copyright FU. T Co, 1927 


$10,040,453.45 
$161,769,618.00 





Approaching the subject of making a will from the view- 
point of the average mental attitude toward death. 


ing funds in the form of the 
Chase Bank travelers’ letters 
of credit. This, the pamphlet 
says, “is particularly advan- 
tageous, for it serves as an in- 
ternational introduction to 
more than 8000 bank corre- 
spondents. It immediately 
establishes you, though a 
stranger, on a_ preferential 
basis, and secures the co 


operation and assistance of 


responsible parties who will 
take a friendly interest in 
your requirements. 

“Entirely aside from the 
question of money, the Chase 
National Bank makes friends 
for you in numberless ways 
when you carry its letter of 
credit. As a traveler you 
are continually called upon— 
and this is especially true 
abroad — for identification. 


i, 


With a letter ot credit of this 
bank the difficulty on this 
score is quickly settled by 
your signature.” 


THE Union Trust Com 
pany of Detroit, Mich, 
has sent out a letter to 


residents of Detroit calling 
attention to the advertise. 
ments it has been publishing 
in support of life insurance. 
The text of the letter fol 
lows: 

“Like many other Detroit- 
ers your attention may have 
been drawn to the advertise- 
ments of this company in 
support of life insurance. 
These indorsements possibly 
excited your curiosity, appre: 
ciating as you probably do, 
that we neither write nor sell 
it in afhliation with any of- 
fice. It has been the aim of 
this institution, however, to 
support constructively those 
agencies which build wealth 
and assist the development af 
business and community life. 
We believe insurance should 
be allocated to this group. 

“Close corporations, part: 
nerships and business firms 
are becoming more apprecia’ 
tive of the value of insurance 
nowadays and many of them 
are taking advantage of the 
helpful trust arrangements 
which can be worked out 
with trust companies for the 
termination of partnership 
interest, retirement of stock, 
the replacement of key men, 
etc. It has been the testi- 
mony of many business con: 
cerns that through the 
adaptation of life insurance 
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trusts to such problems, econ- 
omy has been effected and 
the affairs of the organiza- 
tion have continued without 
those serious entanglements 
which might have occurred 
when death stepped in. 

“You will receive in to- 
morrow’s mail the first of 
four broadsides on the sub- 
ject of Business Insurance, 
which we are sending you. 
We ask you to consider them 
carefully. They are not mere 
advertisements, but messages 
which we feel may have bear- 
ing on the future of your 
business. If they excite 
your interest we would en- 
joy supplementing them with 
additional material or by 
having one of our represen- 
tatives call upon you.” 


WINNERS have been an- 
nounced of an essay contest 
held by the Emigrant Indus- 
trial Savings Bank, New 
York. Hundreds of essays 
were submitted by school 
children of the city on the 
subject selected by the bank, 
“How My Family Can Make 
Money in 1927.” The win- 
ners of the contest were an- 
nounced through advertise- 
ments in New York papers. 
Prizes distributed in 
three groups, one of high 
school students, one of ele- 
mentary school students, and 
one of two grand prizes, one 
to an elementary and one to 
a high school student. 


were 


resolution 
passed by the 
Clearing House 


THE following 
has been 


Colun bus 








WHO’S WHO IN 
BANK ADVERTISING 











HERBERT V. PROCHNOW 
Manager of Publicity Union Trust Company of Chicago 


R. PROCHNOW joined the staff of the Union 

Trust Company in May, 1923, in the advertising de- 
partment. In September of the following year he was made 
purchasing agent of the company in addition to his re- 
sponsibilities in the advertising department. In January, 
1926, he became manager of publicity and continued in 
charge of the company’s purchasing. Prior to his con- 
nection with the Union Trust Company, Mr. Prochnow 
taught school for four years, including positions as prin- 
cipal of a high school and assistant professor of business 
administration in the extension department of Indiana 
University. He received his Bachelor of Arts degree in 
commerce at the University of Wisconsin and Master of 
Arts degree at the same institution. He has taught classes 
in investments in Chicago under the auspices of the In- 
vestment Bankers Association. During the World War, 
Mr. Prochnow spent a year in the American Expeditionary 


Forces. 














THE BANKERS MAGAZINE 








os = . I es 








THE 
BANK OF NEW YORK ff} 


& TRUST COMPANY 
the oldef# Bawx is Naw Yorn, 
known in its early days 
as the Baws or EnGLanp now is, 
simply as Tue Bawe, 


ANNOUNCES S 

that ft will, about 

May th, 1927, begin 

the conftroction of « 
NEW BUILDING, 
covering its ancient fite at 
48 WALL STREET, 


purchafed from William Confable 
in 1796, 


FETT 


its newly acquired property at 50 Wall Srreet, 
and a part of its old property at the adjoining 
location, No. §2, 


for 97 years the home of the New York Life 
Inforance and Tru Company 





A FIFTY-TWO WALL STREET 
dn the City of NOew York 





PTT TT TTeTeT 














A long established trust com- 

pany announces the construction 

of a new building in typography 

appropriate to its background 
and traditions. 


Association, Columbus, Ohio, 
to protect the banks of that 
city from being forced to 
take advertising space in 
valueless mediums: 
“Whereas; The banks of 
Columbus are constantly im- 
portuned to buy advertising 
space in various publications 
prepared in connection with 
amateur theater perform- 
ances, concert appearances, 
lectures and entertainments 
of every characrer, and for 
unlimited causes, and 
“Whereas; Such publica- 
tions have increased the de- 
mands made upon the banks 


for this type of advertising 
to the extent that thousands 
of dollars are subscribed each 
year for advertisements which 
are not in all instances con- 
sidered effective publicity, 
and 

“Whereas; it is desirable 
to reduce financial advertis- 
ing expenditures to a strictly 
business basis, now therefore, 
be it 

“Resolved; That banks as- 
sociated with the Columbus 


That ere he 


THE EXECUTOR 


By Edgar A. Guest 


HAD a friend who died and he 
On earth 60 loved and trusted me 
t this worldly shore 
He made me his executor. 


He tasked me through my natural life 
To guard the interests of his wife; 

To éee that everything was done 

Both for his daughter and his son. 


I have his money to invest 
And though I try my level best 
To do that wisely, I’m advised, 
My judgment oft is criticized. 


Clearing House agree to ad. 
vertise only in what may he 
adjudged as “Standard Ad- 
vertising,” and that a Clear. 
ing House Committee on ad- 
vertising be appointed to de. 
termine whether such appli: 
cations as may be submitted 
to it by the banks, fall under 
the heading of “standard ad- 
vertising.” Penalties for vio 
lations shall be fixed by the 
committee, and shall not ex- 
ceed ten times the amount of 
the expenditure. 


149 Broadway 





His widow, once so calm and meek, 
Comes, hot with rage, three times a week 
And rails at me, bécause I must, 

To keep my oath, appear unjust. 

His chiidren hate the sight of me, 
Although their friend I’ve tried to be, 
And every relative declares 

I interfere with his affairs. 


Now when I die [ll never ask 

A friend to such a task, 

ri him all such anguish sore 
And leave. a hired executor. 


Copyright, 1927, Edgar A. Guest 


FULTON TRUST COMPANY 


OF NEW YORK 


Wember Federal Resérve System 


One of Edgar Guest's poems used effectively as trust copy 





Established 1890 














To his executives in 1920 “The challenge that has called Graves Service into 
being is the need of the American Banker for better and sounder advertising. His 








a Mission to the community he serves and to the country at large is one of leader- 
—s ship and education. For this he needs the soundest and most authoritative adver- 
: = tising that ability and dedication to his service can build.” a 
on ad: 
to de: 
° . 7 
apo In this Spirit 
mitted 
under 
rd ad- 
or Vio- 
ry the 
ot ex: 
int of 
So successfully has this 
organization done its 
work in creating a 
standard of advertis- RAVES SERVICE be- 
j ing for the banker lieves that a subtler and 
that many of the ideas abler salesmanship is essential 
first phrased in Graves . . 
SERVICE are today in copy, a quicker and keener 
part of the daily reaction is required from the 


language of Banking. | J hysical appearance of the 


printed message—in financial 
advertising than in any other. 

Therefore GRAVES SERVICE has built an agency 
where the bank’s problem is analyzed by nationally suc- 
cessful and mature advertising men and where the bank’s 
local attitude is sympathetically interpreted in copy by 
men of banking experience. 


It is only after months of study in banks, in towns and 
cities in every section of the country, that business building 
campaigns, employing only proved successful methods of 
advertising, are skillfully developed by GRAVES SERVICE 
for the long, hard job that the bank’s advertising dollar 
must do. 











When the banker employs this organization his bank and 
its problems become a stewardship of GRAVES SERVICE 


GRAVES SERVICE 


Wm. ELLIOTT GRAVES, INC. * ’ Financial Advertising * * CHICAGO 
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GUARDIAN STOCK OVERSUBSCRIBED; LORD 


MADE PRESIDENT NEW GUARDIAN 
DETROIT BANK 


HE approximately $12,500,000 of 
stock of the new Guardian group 
of financial institutions, Detroit, 
has been over-subscribed and it will be 
necessary to limit allotments, according 
to announcement by the organization 
committee, which has been responsible 
for the formation of the new enterprises. 
The announcement also stated that the 





Rosert O. Lorp 


President Guardian Detroit Bank. 


preliminary organization work has been 
completed and that the final steps in the 
formation of the three institutions are 
now being taken. 

The Guardian group will be composed 
of three financial enterprises, a bank, a 
trust company and a securities company. 

The, bank will be known as the 
Guardian Detroit Bank. The securities 
company will be called the Guardian De- 
troit Company. It will take over the 
work now done by the securities depart- 
ment of the Guardian Trust Company 
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but with its larger capitalization and 
greater facilities its future activities will 
cover a materially broader field. The 
third unit in the group will be the pres: 
ent Guardian Trust Company, which 
has been functioning in quarters on the 
ground floor of the Buhl building for the 
last two years. 

Robert O. Lord, vice-president the 
Harris Trust and Savings Bank, Chicago, 
has been selected for the presidency of 
the new Guardian Detroit Bank. Mr. 
Lord, who is 41 years of age, has been 
connected with the Harris Trust and 
Savings Bank for twenty-one years. The 
early part of this period he spent in the 
bank’s securities and trust departments. 
In April, 1918, he entered the commer- 
cial end of the banking business as cash- 
ier and in 1919 was elected vice-presi- 
dent, which postion he has since held. 
It is expected that the Guardian Detroit 
Bank will open for business about June 
15. Mr. Lord will move to Detroit early 
in June. 

It is proposed that the bank will be 
organized under the provisions of a 
Michigan charter and it is intended to 
make application to include it in the 
membership of the Federal Reserve 
System. 

The bank will occupy permanent quar- 
ters in the Greater Penobscot building, 
now under construction at the corner of 
Fort and Griswold streets. Prior to the 
completion of the new building it will 
occupy quarters on the ground floor of 
the Buhl building, adjacent to the 
Guardian Trust Company. 

The three Guardian institutions are 
being organized by commercial and in- 
dustrial interests which have made sub 
stantial contributions to Detroit's growth 
during the last few decades. Numbered 
among the organizers are: Ford Ballan- 
tyne, Henry E. Bodman, Howard Bon- 
bright, Ralph Booth, Judson Bradway, 
Walter O. Briggs, Lawrence D. Buhl, 
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Roy D. Chapin, Howard E. Coffin, 
George R. Cooke, Frank Couzens, 
George B. Fink, Fred J. Fisher, Edsel 
Ford, John H. French, Luman W. Good- 
enough, John C. Grier, Jr., Edward P. 
Hammond, Carlton M. Higbie, Harley 
Higbie, Sherwin A. Hill, Roscoe B. 
Jackson, Albert Kahn, Ernest Kanzler, 
Jerome E. J. Keane, Alvan Macauley, 
Charles S. Mott, Louis Mendelssohn, C. 
Hayward Murphy, Fred T. Murphy, 
James R. Murray, W. Ledyard Mitchell, 
Phelps Newberry, Walter S. Russell, 
Alger Shelden, Allan Shelden, Luther S. 


Trowbridge, Charles B. Van Dusen, 
Hiram H. Walker, Lewis K. Walker, 
William Robert Wilson, Clarkson C. 
Wormer, Jr. and Charles Wright, Jr. 

The three institutions will have a com- 
bined capitalization of approximately 
$12,500,000. Capital of the bank will 
be $5,000,000. Its surplus will be $3,- 
000,000. The securities company will 
have a combined capital and surplus of 
$1,750,000. The Trust Company has a 
capital of $1,000,000 and surplus and 
undivided profits of more than $1,- 
100,000. 


CENTRAL REGIONAL SAVINGS CONFERFNCE 


gional Savings Conference of the 

Savings Bank Division of the 
A. B. A., held at Cleveland, March 24- 
25, aimed at covering practically every 
topic of interest to savings bankers. 
There were two addresses on methods of 
increasing profits, two on advertising, one 
on “The Bank Building as the Bank's 
Biggest Advertisment,” by Byron Dalton 
of Walker and Weeks, Cleveland; an- 
other on “The Human Side of Savings,” 
by Alex Dunbar, vice-president the 
Bank of Pittsburgh, N.A., Pittsburgh, 
Pa.; one on “Efficient Banking,” by W. 
R. Morehouse, president of the Savings 
Bank Division of the A. B. A., and vice- 
president Security Trust and Savings 
Bank, Los Angeles, Calif.; on “Em- 
ployes’ Contests,” “School Savings,” and 
finally on “The Philippine Situation,” 
by Carmi A. Thompson. 

It was a pertinent question that 
Walter H. Johnson, Jr., vice-president 
the Marine Trust Company, Buffalo, N. 
Y., took as the topic for his address, 
“Is it Practical to Lower Interest Rates 
on Time Deposits?” He explained that 
by “time deposits” he did not mean gen- 
uine savings accounts which remain in 
the bank from year to year, but the ac- 
count “generally of modest size, with 
frequent deposits, occasional withdraw- 
als, possibly ‘supporting’ a moderately 

ve checking account.” 


‘Te program of the Central Re- 


Most of these latter accounts “would 
remain with a commercial bank in spite 
of an interest reduction from 4 per cent. 
to 3 per cent.” It is the accumulation 
of principal rather than the interest rate 
that creates this business, and it is held 
in one bank largely because of conven- 
ience of location and service. 

Two other classes of accounts would 
probably remain in spite of a reduction 
of the rate: “The temporary ‘special in- 
terest’ account—proceeds from the sale 
of property, awaiting investment; .. . 
and the reserve accounts of corporations 
in an easy cash position.” 

For those banks which are unwilling 
to risk losing even a portion of their 
deposits, he suggested the following 
policy as fair and just: “Pay interest on 
time deposits at 3 per cent. per annum 
figured on lowest quarterly balances, 
crediting 34 of 1 per cent. interest 
April, July, October and January 1. At 
the end of each year, pay an extra 1 per 
cent. on the lowest annual balance.” 


DECLINING BANK PROFITS 


Following this address came an analysis 
by Charles H Mylander, secretary of 
the Ohio Bankers Association, Columb- 
bus, Ohio, of “The Declining Percentage 
of Bank Profits.” Mr. Mylander found 
that interest on deposits—in Ohio, at 
least—‘‘actually is taking very little more 
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of the gross earnings of all the banks 
in Ohio” than in the years before this 
decline of bank profits. Nor is the de- 
cline due to larger losses. It is due pri- 
marily to increasing expenses, and it is 
due, he believes to one thing—competi- 
tion “for accounts which by no stretch 
of the imagination, could be profitable 
to the bank which obtained them.” 

“The cure is to be found in two things 
—education and co-operation. The edu- 
cation takes two forms. It is first going 
to be necessary to educate the banker 

. to examine and to analyze his own 
business, through some system of cost 
accounting—and then he must educate 
his customers. Here is where co-opera- 
tion comes in, because this education of 
the public is a task which will benefit all 
banks, and its cost should be shared by 
all.” 

“What Advertising Cannot Do,” 
according to J. A. Price, advertising 
manager the Peoples Savings and Trust 
Company, Pittsburgh, Pa., is to “sur- 
mount the lethargy of inert contact men 
in the institution.” “Advertising is an 
interpretative and not a creative service. 
The reason why so much advertising 
does not produce results is because it is 
superior to the service it is trying to 
sell—the advance notices are better than 
the show. ... Some banks will pay 
$500 for a newspaper page for a one 
time shot, and let a good teller, at a vital 
point of contact, be disgruntled for a 
year, when a $300 annual raise would 
make that teller worth twenty newspaper 
pages in the promulgation of good will.” 

W. R. Morehouse, president the Sav- 
ings Bank Division of the A. B. A. and 
vice-president the Security Trust and 
Savings Bank, Los Angeles, Calif., in his 
address on “Efficient Service,” gave 
numerous concrete suggestions for mak- 
ing the banking service equal to the ad- 
vertising. “There is perhaps nothing 
which adds to the convenience of patrons 
like plenty of signs. . . . Convenience 





represents about 33-1/3 per cent. of ef- 
ficient service. . 
waiting unnecessarily. . 


. . Never keep patrons 
. . Be expliat 


and give a reason when refusing to grant 
a favor. .. . When telling patrons to 
make out certains forms, call attention 
to the advantage of doing so, and explain 
how. . . . Be especially careful in giving 
advice, information and directions, that 
you are correct. ... Be patient and 
considerate. . . . Each depositor should 
receive the best in service” for if efficient 
service “is to remain at its best it must 
be used constantly. . . . The harder you 
work it the larger the dividends.” 

Kline L. Roberts, vice-president the 
Citizens Trust and Savings Bank, Colum- 
bus, Ohio, said that his topic “School 
Savings” is attractive because “‘it reveals 
more fully than anything else the devel- 
opment of a kind of altruism in modern 
bank operation.” For “school savings is, 
very definitely, in the list of ‘accommoda- 
tion’ services.” They are justified by 
“the system’s enormous value in devel- 
oping proper money habits in growing 
boys and girls. . . . Then, on the prac- 
tical side, they place the bank in a faver- 
able light before every family in the city 
with children of school age. . . . And 
the total of the school savings deposit in 
the bank eventually becomes sizeable.” 

“When the Citizens bank took up the 
question of school savings in Columbus, 
there had been several efforts to estab- 
lish savings stamp systems which had 
been failures. . . . The bank found the 
cost of installation would be about $40,- 
000 . . . and would not pay for itself 
in less than six years and probably not 
for ten years.” 

After long consideration of these 
facts, the system was finally instituted on 
May 11, 1923. The first day brought 
in 12,312 deposits amounting to $4010. 
These deposits have grown steadily in 
number and amount ever since. “During 
the first year, the net loss on this depart- 
ment was $15,000. The loss was reduced 
somewhat in the second year, and at 
present is about $10,000 a year. The de- 
partment requires a staff of seven and a 
separate room in the main office. 


[Continued on page 755] 
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EXAMPLES OF RECENT BANK 
BUILDING OPERATIONS 























Partial view of the public space in the Ozone Park National Bank, Ozone Park, 
Long Island, showing entrance to the safe deposit vault and savings department. 
The building was designed by Mowbray & Uffinger, bank specialists, of New York. 
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This modern and impressive bank and office building of the First National 

Bank of Miami, Fla., was designed and constructed under the supervision 

of Mowbray & Uffinger, architects and bank equipment and vault engineers 
of New York. 








The wood finish in the main banking room of the Wareham Savings Bank, Wareham, 

Mass., is of walnut and the banking screen is of walnut with a wrought iron grille. 

Care has been taken in working out the color scheme for the walls and ceiling to 

give the proper color balance with the walnut trim. J. Williams Beal, Sons, of 

Boston were the architects. The vault was installed by the Mosler Safe Company, 
Hamilton, Ohio, and the door is of “Donsteel.” 


The exterior of the Wareham Savings Bank, Wareham, Mass., is of wire cut brick of 
variegated shades of brown. ‘The cornice, pilasters and other exterior trim are of 
limestone. The facade treatment of the three arches with an entrance at one side 
rather than in the center was arrived at as a solution of the interior plan, which de- 
manded a corner entrance. J. Williams Beal, Sons, of Boston, were the architects. 
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The interior of the new Chambers Street office of the Fidelity Trust Company of 
New York, Chambers street at West Broadway, has an attractive and dignified 
appearance obtained by a high ceiling with skylights, concealed by ornamental leaded 
glass art lights, and a close adherance to northern Italian architectural detail. The 
floors are of black and gold with Tennessee marble in basket weave pattern. 
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The building now in process of erection by the Union & New Haven Trust Com- 

pany, New Haven, Conn., is to be of pure Colonial design, the materials being red 

brick and white marble. The Larkin Carey Company of New Haven is the contractor 

and the architects are Cross & Cross of New York. The building is situated at the 

northeast corner of the old historical green on land originally granted to Robert 
Perry in 1638. 
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Recently completed building of the First National Bank, Saugerties, N. Y., the 
exterior of which is constructed of Indiana limestone. The interior is equipped 
with a Botticino marble counterscreen, fitted with bronze wickets, while the cabinet 
work and furniture are of mahogany. The vault is of most modern construction. 
The bolt work is controlled by a four-movement time lock and, in addition to 
this, there is an electrical system with an audible alarm, which would indicate the 
slightest disturbance. The building was designed by and constructed under the 
supervision of Morgan, French & Co., Inc., architects and engineers, New York. 
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The Bay Ridge branch of the Mechanics Bank, Fourth avenue at Slst 
street, Brooklyn, New York, is of light buff brick of a rough texture, with 
cast iron trim. The ground floor and mezzanine are occupied by the bank, 
while the upper floor is rented. The building was designed by Holmes & 


Winslow, bank architects, 


[Continued from page 748} 


“To summarize: School savings has 
the greatest possible appeal from the 
standpoint of a contribution to com- 
munity service; it is expensive to install 
and maintain; potential benefits to the 
bank are as nothing compared to the 
wonderfully good influence on the child. 
... It is a long-swing investment for 
the banker who is looking far into the 
future and is willing to take the chance 
of finding that he has been a philanthro- 
pist at the end of a ten-year experience.” 

“Employes’ Contests,” said E. A. 
Hintz, cashier the Peoples Trust and 
Savings Bank of Chicago, sperking on 
that subject, after describing the results 
of such a contest in his own bank, “also 
produce many results which cannot be 
measured in dollars and cents. They 
develop a feeling of closer relationship 
between the officers and directors and 
the employes. They lift the sluggish 


employe out of the rut and point the way 
to increased earnings and official recog- 
The enthusiasm developed is 


nition. 


New York. 


passed on to the customers, and the bank 
soon acquires that important asset—a 
pleasing personality.” 


BANK OFFICER HEADS WOOL 
COMMITTEE 


As a result of the investigation carried 
on by the wool committee of the Los 
Angeles Chamber of Commerce, organ- 


ization of a Wool Trades Association has 


been undertaken. This was recommended 
by the wool committee, under the chair- 
manship of Frank C. Mortimer, vice- 
president of the Citizens National Bank 
and the Citizens Trust and Savings 
Bank, so that all those interested in 
wool, whether raw or in form of finished 
products, might have representation. 
This organized effort to make Los 
Angeles the handling and manufacturing 
center for the 15,000,000 pounds of wool 
produced in the area adjacent to the city 
is planned to take advantage of condi- 
tions resulting from the development of 
Los Angeles and Southern California. 


























A Federal Land Bank Building 


HE beautiful building at Springfield, Mass., of 
the Federal Land Bank, District No. 1, cover- 
| ing the New England States, New York and 
New Jersey. Appropriate in its setting and 
design, it is built of New England red brick, 
with granite base and limestone trim. The interior is pure 
colonial, with rotunda treatment, all rooms open and 
light. The building is a proved success. 








Thomas M. James Company 
3 Park Street, Boston 342 Madison Ave., New York 


Architects and Engineers 
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West Phila. Office’ 
52nd and Market Streets 


Front Street Office 
Front and Market Streets 





Bank With Us and 
Grow With Us 


Ot of town business houses having representatives or 
branch offices in Philadelphia will appreciate the 
convenience of our day and night banking service. 


With increased facilities we are better equipped than 
ever to render efficient and courteous service. 


Your Philadelphia representative will like our bank. 


FRANKLIN TRUST COMPANY 


Southwest Corner Fifteenth and Chestnut Streets 
PHILADELPHIA 





Resources over $42,000,000 
AMERICA’S LARGEST EXCLUSIVELY DAY-AND-NIGHT BANK 


Germantown Office 
5708 Germantown Ave. 


Frankford Office 
Frankford Ave. and Paul St. 
































EASTERN REGIONAL SAVINGS CONFERENCE 


N carrying out the two purposes of 
[« Eastern Regional Savings Con- 

ference of the Savings Bank Division 
of the A. B. A., held at Washington, 
D.C., April 7 and 8, 1927, which were: 
(1) to develop plans for securing an in- 
crease in the volume of savings com- 
parable to the rapid increase in recent 
years of the number of savings accounts; 
and (2) to develop plans to meet the 
competition of institutions seeking to at- 
tract funds that otherwise would go into 
savings accounts, most of the addresses 
took up the solution of the first problem. 
In the words of H. B. Hering, assistant 
vice-president the Baltimore Trust Com- 
pany, Baltimore, Md., the emphasis was 
laid “not so much upon getting new sav- 
ings accounts as upon keeping them in 
the face of competition and building 
them up to be profitable servants.” 

“Getting Your Money’s Worth from 
Savings Advertising” was Mr. Hering’s 


topic. “It is important to bear in mind,” 
he said, “that there is a definite limit to 
the amount of business which any one 
institution may secure profitably .. . 
varying in proportion to the type and 
variety of service which it offers to its 
public.” In order to give the best service 


to the greatest number of people, the 


Baltimore Trust Company “embarked on 
a plan of opening inexpensive branch of- 
fices in important business ard residen- 
tial sections throughout the city.” The 
opening of each new branch was accom- 
panied with newspaper advertising, an- 
nouncing the opening. No other form 
of selling the service was used, yet the 
new offices opened averaged 1000 ac- 
counts in the first thirty days. Then, in 
order to get the present customer to in- 
crease his balance, to induce him to ex- 
tend his business to other departments of 
the bank, and to get him to bring in his 
friends as new customers, the bank de- 
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What Do We Do For 


Correspondents ? 


Collect domestic and foreign items 

Quote prices on securities 

Issue Letters of Introduction for travellers 
Furnish credit information 

Furnish Real Estate Appraisals 


Inquiries invited 


United States 
Mortgage & Trust Company 


55 Cedar Street, New York 














cided on direct-by-mail advertising as its 
year-round policy. It rejected all other 
forms of advertising, on the ground that 
they do not reach directly the people the 
bank wishes to reach. Furthermore, the 
bank refused to purchase syndicated ad- 
vertising material. It wanted copy that 
would reflect its own individuality, and 
it believed that no outsider could state 
its message to its customers as effectively 
as it could itself. 

The results? “In the four years that 
have since elapsed, the bank has shown 
a net gain over closed accounts of 30,- 
000 savings and Christmas Savings ac- 
counts, 75 per cent. of these being regu- 
lar savings accounts, and a net gain in 
savings deposits of $6,000,000. The bank 
is now growing at the rate of 10,000 ac- 
counts net gain per annum, and at the 
rate of $2,000,000 a year net gain in 
savings deposits. During this entire 
period, the percentage of closed accounts 
has never been higher than 52 per cent. 
in one year, and it has been as low as 
30 per cent. This business has been se- 
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cured at a cost which is practically negli- 
gible.” 


UNPROFITABLE SAVINGS ACCOUNTS 


The foregoing, of course, is the record 
of a very young bank. “The Stimula- 
tion of Inactive and the Correction of 
Unprofitable Savings Atccounts,” in a 
bank that has been established for some 
time, is, according to William F. Ritter, 
assistant treasurer Central Trust and 
Savings Company, Philadelphia, Pa., 
quite a different matter. All banks have 
a large proportion of such accounts. “As 
a general rule, the ratio would be over 
50 per cent.” The method most often 
used to induce the depositors to make 
consistent additions to inactive accounts 
is “placing them on a mailing list to re 
ceive periodic reminders that they have 
a savings account, or writing form letters 
signed by an officer of the company, ex’ 
horting them to save and save some 
more.” 

The Central Trust and Savings Com’ 
pany tried this method on 772 accounts 
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for four months. “At the end of this 
time, after four pieces of literature had 
been sent them, 415 of the accounts still 
remained with the bank. The total 
amount of deposits for the 772 accounts 
aggregated $7755, while the 415 accounts 
totaled $4971.” In other words, about 
half of the depositors “having the fact 
called to their attention that there was 
money in the bank, immediately closed 
the account.” Trying to stimulate in- 
active accounts obviously does not pay. 

The only suggestion Mr. Ritter offered 
was “Why let the accounts become in- 
active?” He suggested that workers’ ac- 
counts be segregated from the rest when 
they come in, and that every effort be 
made to keep them active. 

Unprofitable savings accounts could 
be eliminated, Mr. Ritter said, by en- 
forcing the rules regarding notice for 
withdrawals, studying the savings ac- 
count, and suggesting to the depositor 
that he change his account to a semi- 
checking account or a commercial ac- 
count if his account is too active. 


Speaking on “The Club Savings 
Plan,” Dana S. Sylvester, executive man- 
ager Savings Bank Association of 
Massachusetts, said that he believes that 
the plan is still in its infancy, and that 
its development will be one of the large 
factors in keeping savings deposits in 
the banks where they belong. “The one 
thing missing to make this plan a per- 
fect success in every other bank is the 
lack of imaginative appeal.” If anyone 
could suggest a name which would carry 
the same appeal as “Christmas Club” “it 
would mean the immediate and perma- 
nent success of this continuous savings 
club plan.” 

Dr. Heinz E. Luedicke, editor of the 
Journal of the Savings Banks Association 
of Germany, described the “Differences 
in Functioning between the Mutual Sav- 
ings Banks in the United States and the 
Municipal Savings Banks in Germany.” 
He was impressed, he said, by the ideal 
of “better service” which is the funda- 
mental principle of modern American 
banking organization. “One of the most 
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SHORT TERM INVESTMENTS FOR BANKS 


Our short. term obligations have 
been_ purchased by more than five 
thousand banks in the, United States. 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Office + 2450 WEST §7™ STREET + New York City 
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$36,428,000.00 








remarkable facts of this new develop- 
ment is that, so far all types of banks 
profited by the proclamation of this new 
principle but one, mutual savings banks. 

“It is quite different in Germany. 
There the German savings banks carry 
on, in addition to their old lines of ac- 
tivity, the following other business. Cur- 
rent account business, money transfer 
and clearing business, collection of bills 
of exchange and checks, issuance of let- 
ters of credit and purchase and sale of 
securities.” 

Such an extension of the service of sav- 
ings banks makes them competitors of 
the commercial banks. Germany, how- 
ever, has the conviction “that it can be 
by no means profitable for a nation as 
a whole when bank competition grows 
too severe.” There should be some 
division of labor between the different 
types of banks. In Germany the solu- 
tion has been found in making savings 
banks the hanks for the middle classes. 

“Naturally, what is right for Germany 
is not necessarily right for America also. 
But two facts can be considered as abso- 
lutely true. These are, the necessity of 
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broadening the field of American savings 
banks in order to avoid the savings banks 
losing their importance completely; and 
the possibility of doing that by estab 
lishing a certain new principle of division 
of labor between savings banks and 
other banks.” 

Other addresses before the conference 
included: “Investment of Savings De- 
posits,” by H. P. Gifford, president Na- 
tional Association of Savings Banks; 
“Savings Deposits and Real Estate Loans 
of National Banks Authorized by the 
McFadden Banking Bill,” by Henry H. 
McKee, president National Capital 
Bank, Washington, D. C.; “Money— 
the Keeping It of Standard Purchasing 
Power Particularly Essential to Savings 
Bank Depositors,” by Samuel H. Beach, 
president Rome Savings Bank, Rome, 
N. Y.; “Income Management,” by 
Orrin C. Lester, vice-president Bowery 
Savings Bank, New York; and “Is the 
Thrift Idea to Become Obsolete Because 
of Instalment Buying,” by Jesse F. 
Wood, vice-president State-Planters 
Bank and Trust Company, Richmonrd. 
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WHAT BANKS AND BANKERS 
ARE DOING 


Davis BicGs, trust officer of the National 
Bank of Commerce in St. Louis, was 
given the additional title of vice-presi- 
dent at a recent election. 


Roy A. HITCHINGS, assistant to Presi- 
dent Alfred L. Ripley of the Merchants 
National Bank of Boston, has been elect- 
ed vice-president and cashier of the First 
National Bank of Attleboro, Mass. Mr. 
Hitchings expected to begin his new 
duties May 1. 


I. F. FREIBERGER, vice-president and a 
member of the executive committee of 
the Cleveland Trust Company, Cleve- 
land, Ohio, has been elected president of 
the Cleveland Chamber of Commerce. 





I. F. FREIBERGER 
Vice-president the Cleveland Trust 
Company, Cleveland, Ohio. 


In the field of welfare and philanthropy 
Mr. Freiberger has been identified with 
Mr. Sinai Hospital as chairman of its 
finance committee, is a trustee of Cleve- 


land College, Euclid Avenue Temple, 
Gooarich Social Settlement and is a 
member of the Cleveland Community 
Fund Council. He is a director of the 
Citizens League and a member of several 
social organizations in Cleveland. 


LUTHER G. McConnegeLL, formerly af- 
filiated with the North American 
Cement Company, has been elected vice- 





LutTHER G. McCoNNELL 


Vice-president the Hamilton National 
Bank of New York. 


president of the Hamilton National 
Bank of New York, according to an- 
neuncement by Archibald C. Emery, 
president. The appointment of Mr. 
McConnell, Mr. Emery said, is in line 
with the bank’s policy of injecting into 
the institution men who have been suc- 
cessful in commercial lines as well as 
those experienced only in practical bank- 
ing. 

Mr. McConnell was graduated from 
Columbia University in 1910 and be- 
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came affliated with the Atlas Portland 
Cement Company, with which organiza- 
tion he remained for twelve years. From 
1922 to 1926 Mr. McConnell was secre- 
tary and treasurer of the Acme Cement 
Corporation of Catskill, N. Y., which 
corporation was sold in 1926 to the 
North American Cement Corporation. 


Homer GUCK, assistant to the president 
of the Detroit Life Insurance Company, 
Detroit, Mich., has been appointed di- 
rector of public relations of the Union 
Trust Company of Detroit, according to 
announcement made by Frank W. Blair, 
president. Mr. Guck succeeds Wayne 
W. Putnam, who was promoted to the 
assistant secretaryship some time ago. 


MinnigE A. BuzBEE has been elected 
manager of the business extension de- 
partment of the American Southern 
Trust Company, Little Rock, Ark. Miss 
Buzhbee was the first advertising manager 
of the American Bank of Commerce & 
Trust Company, which later was con- 





solidated with the Southern Trust Com- 
pany, making the first mentioned insti- 
tution. 

Miss Buzbee has been away from Little 
Rock for several years, in New York 
and Minneapolis. For two years she was 
advertising manager of the Minneapolis 
Trust Company, but resigned that posi- 
tion last December to return to Little 
Rock. 


FRED R. SIDLER, assistant vice-president 
of the First Wisconsin National Bank, 
Milwaukee, died April 3 at Pass 
Christian, Miss. Mr. Sidler’s illness had 
kept him away from his desk at the First 
Wisconsin National for the last year. 


Harry M. HANSON, assistant secretary 
the Illinois Merchants Trust Company, 
Chicago, died last month at his home in 
Evanston, after an illness of little more 
than a week. He was 55 years of age. 
Mr. Hanson had been with the insti- 
tution since 1917, joining the Merchants 
Loan & Trust Company as a field exam- 
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iner in that year. When the new in- 
stitution was formed, he became manager 
of the department and, later, assistant 
cashier. In January, 1926, he was elect- 
ed assistant secretary and henceforth de- 
voted his efforts to the personal trust 
division of the trust department. Before 
joining the Merchants Loan & Trust 
Company Mr. Hanson was for three 
years secretary and treasurer of the 
Farm Mortgage Bankers Association of 
America. He was one of the founders 
of that organization. 





IrRvIN A. McGirk 
Head paying teller of the National 
Bank of Commerce in St. Louis, who 
completed fifty years of banking ser- 
vice on February 22 of this year. He 
has been with only two institutions 
during that time, starting with the old 
St. Louis National Bank in 1877 and 
transferring to the National Bank of 
Commerce in St. Louis in 1898. 


CHar_eEs H. JAMEs has retired from his 
position as vice-president of the First 
National Bank of Philadelphia after 
forty-two years of service. He entered 
the bank in 1885, was elected assistant 
cashier in 1892 and vice-president in 
1920. During the time he has done a 


great amount of traveling, including two 
trips around the world, from east to west 
and from north to south, visiting practi- 
cally every country. At present he is in 
the Hawaiian Islands. 


W. S. Patne, banker and former New 
York State bank superintendent, died re- 
cently in New York at the age of 79, 
He was born in Rochester, N. Y., was 
graduated from Rochester Collegiate In- 
stitute and from the University of Roch- 
ester. He was admitted to the bar and 
practiced law until in 1874 he was one 
of three state bank examiners appointed 
by the State bank superintendent. 

In 1880, in conjunction with William 
Dowd, president of the Bank of North 
America, Mr. Paine revised the state 
banking laws by appointment of Gov- 
ernor Cornell. This revision became 
law in 1882. 

His appointment as state banking su- 
perintendent was made by Grover Cleve- 
land. Mr. Paine resigned from this 
position to become president of the State 
Trust Company, a position which he also 
resigned to tour the world. 

He was an organizer of the trust com- 
pany section of the American Bankers’ 
Association, was a member of the state, 
county and New York City bar associa- 
tions. He wrote works on the New York 
state and national banking laws which 
were regarded as standard and which 
went through seven editions. 


MAHLON B. SmiTH, teller of the Sea- 
men’s Bank for Savings, New York, was 
honored at a dinner of the Seaman's 
Bank Club recently, in celebration of his 
sixty years of continuous service with 
the bank. Although he will be eighty 
years old next October, Mr. Smith put in 
an active day at the bank before taking 
his place as guest of honor at the dinner. 
During his sixty years on Wall street 
he has seen the deposits of the bank 
grow from $8,565,000 to $85,000,000 
and the depositors increase from 24,000 
to 82,000. He long ago lost count of the 
millions he has handled for the bank. 
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NATIONAL SHAWMUT BANK TO 
VOTE ON CAPITAL INCREASE 


A MEETING of stockholders of the Na- 
tional Shawmut Bank of Boston was 
held May 2 to vote on a recommendation 
of the board of directors that the bank 
increase its capital from $10,000,000 to 
$15,000,000 and if the increase was 
voted, to determine how the additional 
stock should be disposed of, etc. 

The increase is desirable, according to 
the directors, because of the large increase 
in the volume of the bank’s business. 
Deposits of the bank have increased $40,- 
000,000 in the last three years and are 
now approximately double the amount 
of deposits in 1912, when the increase 
to $10,000,000 was made. 

The new capital, according to plans, 
will be $15,000,000, surplus $10,000,000, 
and undivided profits $1,500,000. 


SERVICE CHARGE SATISFAC- 
TORY TO BOSTON BANKS 


In reply to a questionnaire sent out by 
THe BANKERS MAGAZINE regarding 
service charges on deposit balances less 
than $300, which has been in force in 
the Boston Clearing House Association 
for some time, Frank H. Wright, secre- 
tary of the association, states that the 
regulations covering these exchange 
charges on small balances have worked 
to the satisfaction of all concerned. 

“There has been practically no difh- 
culty in enforcing the rule,” he said, 
“and the result has been that small bal- 
ances have been very much reduced so 
that now there are only comparatively 
few paying the dollar charge, and these 
are quite willing to do so in return for 
the service rendered. There apparently 
has been no loss of good-will in the en- 
forcement of this regulation.” 


BOWERY BANK CHANGES 


PRESIDENT Victor A. Lersner of the 

Bowery Savings Bank, New York, has 

announced the election of Henry Bruere 

as first vice-president to fill the vacancy 
6 


caused by Mr. Lersner’s promotion to 
the presidency. Mr. Bruere has been 
third vice-president of the Metropolitan 
Life Insurance Company. 

Orrin L. Lester and J. Watson Mac- 
Dowell were promoted from assistant 
vice-presidents to vice-presidents. Mr. 
MacDowell will be in charge of the office 
at 130 Bowery and Mr. Lester will be 
in charge of public relations. 

On April 1 assets of the bank exceed- 
ed $308,000,000, deposits were $273,- 
549,002 and depositors numbered 213,- 
960. 


W.H. WOODIN BECOMES 
RESERVE DIRECTOR 


W. H. Woopin, president of the Amer- 
ican Car and Foundry Company, has 
been elected a Class B director of the 
Federal Reserve banks by the member 
banks in Group 1. This group comprises 
the banks in the district which have capi- 
tal and surplus of more than $1,999,000. 
Mr. Woodin will fill the term expiring 
December 31, 1928. 


NATIONAL CITY’S DEPOSITS 
SET NEW RECORD 


Deposits of the National City Bank of 
New York, as of March 23, 1927, are 
$1,139,185,000, thus setting a new high 
record for the institution. The deposits 
have gained $55,000,000 or 5.01 per 
cent. compared with the statement of 
December, 1926, and a gain of $343,- 
250,000, or 43.1 per cent. compared with 
the statement of April 12, 1926. 

The large increase over the year was 
partly due to the absorption of the Peo- 
ples Trust Company of Brooklyn, while 
the gain since December is attributable, 
to some extent, to the taking over by the 
National City Bank of the International 
Banking Corporation on January 1. 


BANK OF ITALY SPLITS STOCK 


THE Bank of Italy National Trust and 
Savings Association, formerly the Bank 
of Italy, has planned to split its stock 
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on a basis of four shares of $25 par value 
each for each share of $100 par stock. 
The bank is also planning a 300 per 
cent. stock dividend on an auxiliary cor- 
poration to keep the number of shares in 
line with the parent company’s issues. 


A. I. B. DIRECTOR RECEIVES 
HONORARY DEGREE 


IN recognition of the growing impor- 
tance of adult education, the University 
of California has conferred an honorary 
degree on Stephen I. Miller, educational 
director of the American Institute of 
Banking. 


NEW YORK BANK PLANS 
50 PER CENT. DIVIDEND 


A 50 per cent. stock dividend, to be paid 
through an increase in capital from 
$4,000,000 to $6,000,000, will be rec- 
ommended to the stockholders of the 
Bank of New York and Trust Company, 
through action taken by the bank’s board 
of trustees recently. The trustees con 
sider this readjustment in capital account 
desirable on account of the beginning of 
the construction of a new building at 
Wall and William streets, which will re- 
quire a considerable investment. 

If the capital increase is approved it 
is expected that quarterly dividends at 
the rate of 18 per cent. a year on the 
increased capital will be paid, beginning 
July 1. The distribution to stockholders 
will be one of the most generous ever 
made by a New York bank, especially in 
view of the high dividend rate to be paid 
under the new capital structure. Stock 
of the Bank of New York and Trust 
Company was quoted recently at $860 
a share bid, $875 asked. 


CLEVELAND GROUP BUYS 
NEW YORK BANK 


ConTROL of the New York Joint Stock 
Land Bank has been acquired by Cleve- 
land interests, according to official an- 
nouncement. The bank, which was for’ 
merly owned by Guy Huston and the 
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Guy Huston Company, has approximate- 
ly $11,000,000 assets and is the largest 
joint stock land bank east of Ohio. It 
is chartered to operate in the states of 
New York and Pennsylvania, about 80 
per cent. of its loans being in New York 
State. 

The New York Joint Stock Land Bank 
and the Ohio-Pennsylvania Joint Stock 
Land Bank will now be under substan- 
tially the same management with com- 
bined assets in excess of $28,000,000. 

Samuel L. McCune, of Cleveland, or- 
ganizer and president of the Ohio-Penn- 
sylvania Joint Stock Land Bank, will suc- 
ceed Guy Huston as president of the 
New York bank. The two banks will be 
operated as separate units, with Mr. Mc- 
Cune serving as president of both. 

The other officers of the bank elected 
at a special meeting of the board of 
directors are A. H. Seibig, president 
United Banking & Trust Company of 
Cleveland, vice-president; C. M. Hin- 
man, assistant treasurer and New York 
representative of the Pure Oil Company, 


vice-president; H. C. Holmes, of New 
York, secretary-treasurer. 


GREENWICH BANK 
NATIONALIZED 


AFTER operating as a state bank for 
ninety-seven years the Greenwich Bank 
of New York has been nationalized as a 
part of the transactions by which it is to 
be absorbed by the Hanover National 
Bank. The consolidation marks the Han- 
over’s entrance into the branch banking 
field. It was largely because of the ex- 
tensive branch system of the Greenwich 
that the absorption was decided on. The 
Greenwich Bank has eleven offices. 


MIAMI BANKING STABLE 


A STABLE condition in banking and 
continued growth in trust business are 
shown by the bank calls of March 23 in 
Miami, according to financial statements 
of the Miami Clearing House Associa- 
tion. Liquid assets were approximately 
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50 per cent. of deposits and cash re- 
serves were almost double the legal re- 
quirements. 

The Bank of Bay Biscayne, the oldest 
in Miami, showed deposits of $28,311,- 
785 in its statement for the last year as 
compared with $29,141,723 for the pre- 
vious year, and total resources of $30,- 
916,751 against $31,529,260. Since its 
last statement this bank has increased its 
capital structure from $2,289,807 to $2,- 
604,966. Its afhliate, the Biscayne Trust 
Company, shows an increase in total re- 
sources, which were $4,355,299 on De- 
cember 31, as against $3,901,397. A 
large part of this increase was in depos- 
its which stood at $3,845,059 as against 
$3,509,986 at the end of the year. 


INVESTMENT TRUST FORMED 


ANNOUNCEMENT has been made of the 
formation of the Allied International In- 
vesting Corporation to offer to American 
capital diversified investments through- 
out the world and patterned after the 
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English and Scotch investment trusts. 

The directors of the corporation, 
which has a Delaware charter, are 
Charles E. Ames, Robert Winthrop 
Kean, Kent Bromley and James C. Luit- 
weiler. 

The authorized capital consists of 60, 
000 shares of participating preference 
stock, without par value, and 10,000 
shares of deferred stock, without par 
value. The directors and associates have 
agreed to buy the entire deferred stock 
of the corporation. 

It is expected that the shares of the 
corporation will be offered to the public. 


NATIONAL CITY OFFICES TO 
BECOME BRANCHES 


THE National City Bank of New 
York has filed application with the 
Comptroller of Currency to have its of- 
fices classified as branches under the Mc’ 
Fadden Act. 

The National City has eighteen 
branches in Greater New York, of which 
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(Ghe National Bank of Commerce is the Bank- 
ers’ Bank, centrally located in the United States, 


Federal Commerce Trust Company 





and serving for seventy years now an ever- 
increasing number of correspondents. 


An Advertising Service Department available 
without cost and helpful cooperation from all 
divisions of our bank for correspondents. If your 
bank does not have these facilities write us for 
free descriptive booklet. 















eleven were acquired when the Peoples 
Trust Company of Brooklyn was ab- 
sorbed last June. 

Charles E. Mitchell, president of the 
National City Bank, said that seven or 
eight branches of the bank now classified 
as “offices” would be affected by the ap- 
plication. He added that the application 
did not mean that the National City was 
about to open new branches. 


PHILADELPHIA BANK MERGER 


PRELIMINARY negotiations have been 
completed by the Provident Stock Com- 
pany of Philadelphia for the purchase of 
the common stock of the Commonwealth 
Title Insurance Company, of the same 
city. 

According to the April report of the 
bank and trust stocks of Philadelphia, 
the Commonwealth company has a capi- 
tal stock of $1,500,000, with a surplus 
of $4,350,000. It lists undivided profits 
of $250,000. On the last day on which 
shares of the company appeared on the 


Stock Exchange, March 30, they sold for 
$586 each. The par value is $100. 

The Provident Trust Company ranks 
among the first six trust companies of 
the city in point of capitalization, with 
a capital stock of $2,000,000 and a sur- 
plus and net profits—according to recent 
bank clearing house figures—of $9,092,- 
000. Its loans, discounts and invest- 


ments are listed at $27,595,000. 


INTERNATIONAL HARVESTER 
REPORT 


THE International Harvester’s annual re- 
port for 1926, made public recently, 
shows net earnings of $22,658,891, or 
about 9 per cent. on the capital invested 
as compared with 8 per cent. in 1925. 
The report says that the company’s 
business for 1926 shows a further im- 
provement both at home and abroad. 
The most notable gain in domestic opera- 
tions was in the motor truck and tractor 
lines; foreign sales were the largest in the 
company’s history. The trade outlook, 
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however, is declared to be less favorable 
than at this time last year. 


NATIONAL CITY TO OPEN 
BROOKLYN BRANCH 


THE National City Bank of New York 
is Opening its twelfth Brooklyn branch 
this month in the Bush Terminal dis- 
trict. The bank purchased a plot of 
ground 42 by 100 feet at the northwest 
corner of 36th street and Third avenue, 
Brooklyn, on which is a_ four-story 
building. The bank planned to occupy 
the first floor of the building after altera- 
tions had been made. 


CITIES SERVICE COMPANY'S 
ANNUAL REPORT 


THE most successful year in its history 
was enjoyed by the Cities Service Com- 
pany in 1926, according to the seventh 
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annual report, recently mailed to stock- 
holders of the company. 

Consolidated gross earnings of the 
company and its subsidiaries were $140,- 
309,834, a new high mark. Total assets 
of the Cities Service organization in- 
creased to $663,128,487. 


The consolidated net earnings of the. 


company and subsidiaries in 1926 were 
$46,306,907 as compared with $40,- 
248,614 in the previous year. These net 
earnings for the year equalled 8.48 per 
cent. on the total capitalization and 
funded debt of the company and subsid- 
iaries, and the increase in net earnings of 
$6,058,293 over the previous year was 
equivalent to 11.83 per cent. on the in- 
creased capitalization and funded debt. 
The consolidated balance sheet shows 
current assets amounting to $70,636,140 
on December 31, 1926, and total current 
liabilities of $25,335,310. This leaves a 
working capital of $45,300,830, an in- 
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crease of 32 per cent. over $34,152,189 
at the close of 1925. The ratio between 
current assets and current liabilities is 
2.79 to 1, as against 2.03 to 1 at the end 
of the previous year. 


ILLINOIS MERCHANTS TRUST 
PROMOTIONS 


FouR promotions to assistant to vice- 
president have been made by the direc- 
tors of the Illinois Merchants Trust 
Company of Chicago. Those promoted 
are John J. Mitchell, Jr., T. Philip 
Swift, W. A. Sumner and Mark Collor. 
Mr. Mitchell and Mr. Swift were for- 


merly assistant cashiers. 


CITIZENS AND SOUTHERN TO 
BE NATIONALIZED 


As a result of the enactment of the Mc- 
Fadden law, the Citizens and Southern 
Bank, with offices in Savannah, Atlanta, 
Macon, Augusta, Valdesta and Athens, 
Ga., will take out a-national charter, 
thus becoming one of the first large 
banking institutions in the country to 
change from its state charter under the 
provisions of the new law. 

In commenting on the latest step for- 
ward, Mills B. Lane, president of the 
Citizens and Southern, said in part: 
“The Citizens and Southern Bank, the 
eighty-third largest bank in the United 
States, and the largest in this section of 
the country, believes it to be its duty to 
take out a national charter and thereby 
assist in further unifying the banking 
system of the country. The nationaliza- 
tion of the Citizens and Southern Bank 
will mean its continued operation within 
the Federal Reserve System together 
with full benefit of those advantages con- 
ferred upon national banks by recent 
congressional enactment. 


HARRIMAN BANK IN 
NEW QUARTERS 


THe Harriman National Bank, New 
York, held a joint celebration last month 




















A Homey Bank 
“I want my depositors to feel that this 
is a ‘homey’ bank—officered by human 
beings whose one big purpose is to 
serve the customer well. Your posters 
in our lobby help create that ‘homey’ 
atmosphere.” 


Hundreds of other bankers feel this 
same way about these posters and dis- 
play them in lobby, window and on 
front of building. 

Lithographed in full colors, 20 x 30 
inches, from oil paintings by well 
known artists. 


Ask us about them 


National Service Bureau 
of New York, Inc. 


80 John Street, New York 





National Service Bureau 

80 John Street, New York 
INFORMATION, PLEASE! 

{[ ] Window Posters 

[ ] Posters for Front of Building 

[ ] Thrift Folders 

{ ] Thrift Biotters 

{ | Trust Folders 

[ | Thrift Post Cards 
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WILLIAM J. WASON, JR., Vice-President 
HOWARD D. JOOST, Vice-President 
J. NORMAN CARPENTER, Vice-President 


ACCOUNTS INVITED 


of the sixteenth anniversary of its 
founding and of the formal opening of 
its new and enlarged offices at Fifth ave- 
nue and 44th street. The Spalding 
building, adjoining the original bank 
structure, was entirely demolished and 
upon that ground has been erected the 
bank’s twelve-story addition, so that the 
marble front of the bank now occupies 
half the block front, with spacious en- 
trances on both the avenue and the 
street. 

The bank occupies the ground floor, 
basement and part of the second story of 
the building. The banking room, 70 by 
105 feet, has been entirely rebuilt of 
Formosa marble with bright bronze 
grilles and a ceiling of gold and silver 
leaf. 

Joseph W. Harriman is president of 
the bank. The institution was founded 
in 1911 and has had a steady growth, its 
deposits having risen from $4,000,000 to 
more than $40,000,000 


BANK’S STAFF MAY BUY 
INSTALMENT STOCK 


THE Chase National Bank of New York 
is considering a plan by which junior of- 
ficers and employes of the bank may buy 
stock of the bank on the instalment plan. 
The plan, suggested by employes of the 
institution, is that the bank buy a block 
of its own stock and sell shares to those 
employes who wish to buy. 

Other large banks facilitate the sale 
of their stock to employes. The Na- 
tional City has followed the practice for 
years. The Mechanics & Metals Na- 
ya 
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Kings County Trust Company 


City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $4,500,000 Undivided Profits $445,000 


JULIAN P. FAIRCHILD, President 


ALBERT E. ECKERSON Auditor 


INTEREST ALLOWED ON DEPOSITS 








THOMAS BLAKE, Secretary 
ALBERT I. TABOR, Assistant Secretary 
CLARENCE E. TOBIAS, Assistant Seeretary 


lL 


tional Bank, which was absorbed into 
the Chase last year, had such a plan. Fi- 
nancial arrangements usually are made 
with neighboring banks, as banks under 
the law are not allowed to lend money 
on their own stock. 


NEW BRONX BANK OPENS 


THE Claremont National Bank of New 
York, Boston Road at 174th street, the 
Bronx, New York City, opened last 
month. Officers are Joseph B. Portnov, 
chairman of the board; Philip Pearlman, 
president; John J. Leugers, vice-presi- 
ident and cashier; and James Cunnion, 
vice-president. 

The directors are Benjamin Antin, Ja- 
cob Bloom, James Cunnion, Jacob Kra- 
mer, Charles W. Mark, John J. Leugers, 
Jacob Mirchin, Julius Myer, Philip Pearl- 
man, Joseph E. Portnov, Philip Ravis, 
Ira Schiller, Maurice Shapiro, Allen 
Twyford and Julius L. Wolff. 


CHICAGO BANK OPENS 
NEW YORK OFFICE 


THE National Bank of the Republic, 
Chicago, has announced the opening of 
offices at 1 Wall street, New York. 
Walter L. Schnaring, formerly of the 
National City Bank of New York, has 
been elected a vice-president of the Chi- 
cago institution and is to represent it 
here. 

The bank is the third largest in Chi- 
cago and is affliated with the National 
Republic Company, which deals in in- 
vestment securities, and with the Na- 
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tional Republic Mortgage Company, 
which deals in real estate loans and mort: 
gages. Its deposits exceed $86,000,000 
and total resources are $105,000,000. 


BROOKLYN BANK IS 
CENTURY OLD 


THE Brooklyn Savings Bank, New 
York, the oldest savings institution on 
Long Island, celebrated its one hundredth 
anniversary recently at a dinner at the 
Hotel Bossert, Brooklyn, given by its 
trustees to more than 300 savings bank 
officials of the city. 

Today the bank has 76,500 depositors 
and the largest surplus in proportion to 
its deposits of any savings bank in New 
York City. 


CELEBRATES FIFTIETH YEAR 
WITH BANK 


A TESTIMONIAL dinner was given re- 
cently by the Staten Island Savings Bank, 
New York, for Hermann Conrad Hage- 
dorn, third vice-president, who has been 
with the bank for fifty years. Officers, 
trustees and the complete staff of the 
bank were present. 

Mr. Hagedorn became associated with 
the bank in 1877 as cashier, when the 
total resources were about $254,000 and 
depositors numbered 1303. At that 
time the bank was open two hours a 
day, three days a week. Today the 
bank’s resources exceed $17,700,000 and 
depositors number 34,350. 


MANUFACTURERS TRUST 
STATEMENT 


CONDENSED statement of the Manufac- 
turers Trust Company, New York, as of 
April 1, shows that the institution 
earned at the annual rate of 48 per cent. 
on its capital in the first quarter of this 
year. The company is paying dividends 
at the rate of $20 a share. 

The capital is $10,000,000, deposits 
more than $204,000,000, and surplus, 
undivided profits and reserve more than 
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This Trademark on your Night 
Depository Guarantees a Burglar 
Proof 24 Hour Deposit Service. 


Bank Vault Inspection Co. 


1824 Ludlow St., Philadelphia 


Made only by 
The 


SAMUEL P. YEO, President 


Avoid Infringements 

















$18,400,000, compared with a capital of 
$2,500,000 and deposits of $41,350,000 
in 1921. 

The Financial and Industrial Securi- 
ties Corporation, an investment company 
formed about a year ago to deal in bank 
and insurance company securities, owns 
a substantial part of the stock of Manu- 
facturers Trust Company. 


ANNOUNCES RESIGNATION 


THE First National Bank of Boston has 
announced the resignation of its Euro- 
pean representative, Francis B. Mce- 
Knight. The bank will continue its 
three representative offices in London, 
Paris and Berlin, in charge, respectively, 
of Ralph W. Crimmins, Orson Adams 
and Herbert C. de Roth, all of whom 
have been connected with the European 
offices for some t'me. 


ADDRESSES NEW ORLEANS 
AD CLUB 


H. ENNIs JONES, vice-president of the 
Franklin Trust Company, Philadelphia, 
has returned from New Orleans where 
he delivered an address before the New 
Orleans Ad Club. 

“Philadelphia presents a fine market 
for anything pertaining to the home be- 
cause we have within our city limits over 
435,000 individual homes. Place these 
houses on fifty-foot lots side by side in a 
single row and they will reach from 
Philadelphia clear across to San Francisco 
and then out into the Pacific Ocean for 
1100 miles. We have a population of 
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over 2,000,000 which I am told is about 
equal to that of the entire State of Lou- 
isiana. The area of our city is equal to 
the combined size of Boston, Berlin, 
Milwaukee and Paris and we _ have 
over 8000 acres of ground given to 
parks, public squares and boulevards. 

“But Philadelphia is not only a clean 
and beautiful city—it is also known as 
as the Work Shop of the World because 
we have over a half-million people em- 
ployed in our 9,000 industrial plants. 

“Every ten minutes of the working day 
we turn out $100,000 worth of useful 
commodities and over half the people in 
this great country of ours are riding in 
street cars made in Philadelphia, or 
wearing hats made in the Stetson factory. 
We manufactured 1000 cigars every min- 
ute of last year and our 123 hosiery mills 
made two pair of stockings for every 
man, woman and child in the United 
States.” 


ST. LOUIS BANK ELECTS 
NEW DIRECTORS 


F. O. Watts, president of the First Na- 
tional Bank in St. Louis, has announced 
the election of three new directors. All 
are prominent in business affairs and are 
heads of three outstanding and nation: 
ally known corporations... They are 
Harry Scullin, president Scullin Steel 
Company; James E. Taussig, president 
Wabash Railroad Company; and Wil- 
liam T. Nardin, vice-president and gen’ 
eral manager the Pet Milk Company 
and president the American Milk Prod: 
ucts Corporation of New York. 
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CENTRAL MERCANTILE BANK 
OPENING 


THE new main office of the Central Mer- 
cantile Bank & Trust Company was 
opened for business in the Central Mer- 





C. STANLEY MITCHELL 


President Central Mercantile Bank & 
Trust Company, New York. 


cantile Bank building, Fifth avenue and 
44th street, New York City on 
May 2. The securities and valuables of 
the bank were moved to the new head- 
quarters the previous day and all of the 
officers and a large force of clerks worked 
all day and until late at night getting the 
new office ready for the opening of busi- 
ness. More than 100 workmen worked 
overtime for three weeks putting the 
finishing touches on the banking quarters, 
which is one of the largest in the uptown 
district. These workmen were enter- 
tained at dinner by Mr. Mitchell in ap- 
preciation of their accomplishment of 
what he deemed an almost impossible 
task. 

The new Central Mercantile Bank 


building, which stands on the old Del 
monico corner, is thirty-six stories in 
height. The banking quarters occupy 
ene entire floor with two large mezza 
nine galleries. The bank has a frontage 
of 100 feet on Fifth avenue and 140 feet 
on 44th street. 

An interesting coincidence of the 
bank’s removal is that just three years 
ago May 2 C. Stanley Mitchell became 
president of the bank when a new group 
of financiers secured control of it. Since 
that time the bank has grown from re- 
sources of $3,000,000 to more than $50,- 
000,000. . The officers of the bank are, 
besides Mr. Mitchell, the president; 
Joseph Brown, Robert Adamson, Louis 
Stewart, Jr., Michael G. Kletz, Frede- 
rick G. Sinclair and H. I. Stevens, vice- 
presidents; Charles H. Hoffman, secre- 
tary-treasurer. Julian M. Gerard is 
chairman of the board. 


Ne Oe 
INOe 





The Pennsylvania Company 
For Insurances on Lives and Granting Annuities 
Trust and Safe Deposit Company 


Packard Building 


S. E. Cor. 15th and Chestnut Streets 
Philadelphia 


Capital, Surplus and Undi- 
vided Profits - $20,000,000 


- onl ie Downtown Office 
e , = 517 Chestnut St. 























Mr. Good Banker: If you knew how to save time and money 


in operating your business, would you do it? 


Ask for copy 


of Outcault's Multiclass Coupon Book and you can find out, 


Sent cheerfully. 


Yours truly, Outcault Advertising Co., 


221 East 20th Street, Chicago, Ill. 








MUTUAL TRUST CO. HAS 
NEW VAULT 


THE York Safe and Lock Company of 
York, Pa., has just completed a new 
vault for the Mutual Trust Company of 
Philadelphia. The vault door is of the 
circular type, twenty inches thick. The 
vault contains approximately a thousand 
safe deposit boxes and lockers and a 
night deposit safe. The vault is fin- 
ished with a paneled ceiling, tile floor, 
mirrors, etc. 


CAPITAL INCREASE 
AUTHORIZED 


STOCKHOLDERS of Greenebaum Sons 
Bank and Trust Company, Chicago, 
have authorized an increase in the capi- 
talization from $1,500,000 to $2,500,000. 
They also voted to change the name of 
the institution to the Bank of America. 
The name of Greenebaum Sons Invest- 
ment Company will remain unchanged. 


SEABOARD NATIONAL 
STATEMENT 


STATEMENT of the Seaboard National 
Bank, New York, as of March 23, 1927, 
shows total resources of $216,092,209. 
Capital of the bank is $6,000,000, sur- 
plus $8,000,000, undivided profits $3,- 
445,849, and deposits $174,305,670. 


IOWA BANKS MERGE 


THe Cedar Rapids National Bank and 
the Security Savings Bank, both of Cedar 


Rapids, Iowa, have been merged, making 
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an institution, which will take the name 
of the former, with assets of $16,000,000, 
and deposits of $14,500,000. Ralph 
Van Vechten, president of the State 
Bank of Chicago, is chairman of the 
board, and Glenn M. Averill, formerly 
president of the Cedar Rapids National, 
will head the new institution. 


CHELSEA EXCHANGE DEPOSITS 
SHOW INCREASE 


Deposits of the Chelsea Exchange Bank 
of New York totaled $19,575,518 as of 
March 31, 1927, an increase of $1,935, 
709 for the quarter and of $3,008,934 
for the year. Resources totaled $22,- 
887,891 for March 31, 1927, an increase 
of $2,384,939 for the first quarter and 
$2,513,406 for the year. 

With the final completion of three 
new branches opened the last part of 
1926, one at Bedford avenue, Brook- 
lyn, one at Eighth avenue and 36th 
street, New York, and the third on 
Claremont Parkway, the Bronx, the bank 
is in the healthiest condition of its career, 
according to Edward S. Rothchild, pres 
ident. “Earnings are running well ahead 
of last year when over $31 per share was 


earned,” said Mr. Rothchild. 


SAVINGS ACCOUNTS DECLIN- 
ING, SAYS GAYLORD MORSE 


DesPiTE the fact that the United States 
is in the midst of the most prosperous 
period in its history and the national in- 
come has never been equalled, the aver’ 
age savings account in the banks of the 
country is declining. 
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Blame for this situation rests largely 
on the bankers of the country, who have 
not kept pace with the trend of the 
times, according to Gaylord S. Morse of 
the State Bank of Chicago in an address 
before the Mid-West Savings Confer- 
ence held recently in St. Louis. 

The meeting was held under the aus- 

pices of the Savings Bank Division of 
the American Bankers Association. 
Our bankers, Mr. Morse declared, must 
come to the realization that they are duty 
bound to go out and sell their services 
just as the merchant merchandises his 
goods. 

“We bankers,” he said, “must adopt 
more aggressive sales policies, more up- 
to-date and scientific advertising methods 
and tune in on the current trend of 
Our selling methods have not 
kept in step, much less anticipated, the 
kaleidoscopic changes in our business 
world. Our banks are sorely in need of 
merchandising minds.” 

Mr. Morse listed seven influences 
which he held largely responsible for the 


things. 


Every installation is guaranteed as regards workmanship, material 
and functioning—that is, a satisfactory result to the owner is 


A booklet descriptive of the Gerdes Method and containing a list 
of references of the highest character will be sent upon request. 


Reports and proposals are made without obligation or charge. 


Theodore R. N. Gerdes, M. E. 


Engineer, Manufacturer, Contractor 


105-107 Bank Street, New York City 


Telephone Watkins 2893 


GERRES 





GERDES 
Fresh Air for Your Office | 


Gerdes Ventilating Systems and Electric Window Ventilators 
diffuse healthful and invigorating unheated fresh air without causing 
draft or chill, and prevent the infiltration of poisonous automobile 
gases as well as dust and soot which is so prevalent during the Summer 








shrinking size of our average savings 
bank deposit. They are: 


1. The growth in some states of 
building and loan associations. 

2. The remarkable annual increase 
in the volume of life insurance. 

3. The steady development of cus- 
tomer and employe stock ownership. 

4. The growing practice of bond in- 
vestment by investors, large and small. 

5. The absorption of funds by local 
and distant real estate developments. 

6. The spread among all industries 
of what may be termed “the intensive 
selling method,” (so well exemplified by 
“instalment selling”), etc. 

7. The higher standard of living, 
which calls for greater expenditures on 
the part of wage-earners, thus materially 
decreasing the surplus available for sav- 
ings or investment. 


A new element has been injected into 
business, Mr. Morse added, furnishing 
a new hazard for executives. This is the 
abrupt suddenness with which the buy- 
ing public changes its mind and its habits 
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Foreign Languages 


Easily Learned 


The Berlitz Conversational Method makes 
the study of any foreign language a sur- 
prisingly simple, easy and pleasant matter. 
Experienced native teachers. Day and 
Evening Classes and Individual Instrue- 
tion. Keasonable tuition. Call, write or 
phone for catalogue. 


TRIAL LESSON FREE 


NEW CLASSES 


in French, Spanish, Italian, German 
constantly forming 


BERLITZ 


SCHOOL OF 
LANGUAGES 


30 West 34th St. Penn. 1188 
218 Livingston St., B’klyn. Triangle 1946 





Over 300 branches throughout 
the world. 


Teachers will be sent to Financial and 
Industrial Institutions desiring to form 
Classes in their offices. 





























when it comes to spend’ng money. They 
buy whatever takes their fancy, discard 
quickly anything they dislike, and refuse 
to be pushed or pulled into any line of 
action. As a result, the “buying mar- 
ket” has become unstable, excitable and 
fickle, subject to whims and moods. 
Merchandisers know this strange condi- 
tion but bankers do not take the cogniz- 
ance of it they should. 


GOVERNOR SIGNS COLORADO 
BANK BILL 


GovERNOR ADAMS of Colorado has 
signed a bank bill making important 
amendments to the Colorado state law 
relating to banks operating under state 
charters. The new act provides that no 
new state bank shall be organized unless 
it has a paid up cash capital of $25,000, 
and a paid in cash surplus of 10 per cent. 
The amount of loans which can be made 


to any one person, firm, or corporation is 
limited to 15 per cent. of the bank’s capi- 
tal and surplus. 

In regard to rediscounts, an important 
change requires that no bank shall redis- 
count any of its securities without the 
previous approval of a majority of the 
board of directors. The new law con- 
tains more than twenty sections. 


PHILADELPHIA-GIRARD BANK 
STATEMENT 


ToTAL resources of the Philadelphia- 
Girard National Bank, Philadelphia, as 
of March 23, 1927, are $237,891,083. 
Capital, according to the statement of the 
same date, is $8,000,000, surplus and net 
profits $20,664,305, and deposits $181, 
660, 358. 


CHEMICAL BANK BUILDING 


THE Chemical National Bank of New 
York has awarded contracts for its new 
building, on the southwest corner of 
Broadway and Cortlandt streets. 


BOSTON BANK MERGER 


THE directors of the Citizens National 
Bank of Boston have voted to transfer 
the bank’s business to the National 
Shawmut Bank of Boston. The Citizens 














Hotel Somerset 
Boston, Mass. 
Situated in the Back Bay section, 
on one of the most beautiful 
avenues in the U. S., and at the 
entrance to the famous Metro- 

politan Park System. 
Room with bath $3. to $10. per day. 


| European Plan 
William P. Lyle, Manager 
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National was organized in 1919 and had 
its main office at 179 Summer street and 
a branch at 148 State street. Its de- 
posits totaled $8,000,000. Both of 
these offices will be continued by the Na- 
tional Shawmut Bank. 





© unverwcoo & UNDERWOOD 
CLayton L. Moaxk 
Vice-president the Seward National 
Bank, New York. 
Mr. Moak started his business career 
as an office boy for the Manhattan 
Trust Company in 1911 and was suc- 
cessively identified with the American 
Exchange National Bank, the Guaranty 
Trust Company, the National City 
Bank of New York and the Chase 
National Bank, all of New York. Four 
years prior to becoming associated with 
the Seward National Bank he was an 
oficial of the Chase National Bank, 
Metropolitan branch. Mr. Moak at- 
tended the Brooklyn, N. Y., public 
and high schools and took special 
work with the American Institute of 
Banking and at Columbia and New 
York universities. He was for a time 
instructor of elementary economics and 
banking in a series of courses con- 
ducted by the National City Bank of 
New York. 


GENERAL MOTORS EARNINGS 


Net earnings of the General Motors 
Corporation for the year 1926 were 








National Bank 
Charleston, S. C. 
Greenville, S.C. - Columbia, S. C. 


The South Carolina 
| 


Consolidation of 
Bank of Charleston, N. B. A. 
Charleston, 8. C. 

| Norwood Nat. Bank Carolina Nat. Bank 


Greenville, 8. C. Columbia, 8S. C. 














Capital $ 1,100,000.00 
SOI viseitnictianicrnncinncic . 650,000.00 
| II, iciiicccisensonctlaninil 25,000,000.00 








$186,231,182. There is included therein 
$10,146,038, which is the corporation's 
proportion of the earnings of subsidiary 
companies not consolidated but accruing 
to General Motors Corporation in excess 
of dividends received. (The difference, 
or $176,085,144, is reflected directly in 
General Motors consolidated income ac- 
count and balance sheet.) After paying 
the regular quarterly dividends on pre- 
ferred and debenture stock requiring $7,- 
645,287 for the year, there remained 
$178,585,895, the amount earned on the 
common shares outstanding. This is 
equivalent to $21.80 per share on the 
common stock as against $14 per share 
for the year 1925 calculated on a com- 
parable basis giving effect to the 50 per 
cent. stock dividend paid in September, 
1926. The total net earnings of the cor- 
poration, $186,231,182, including the 
corporation's proportion of the earnings 
of subsidiary companies not consolidated 
but accruing to General Motors Corpo- 
ration in excess of dividends received, 
compares with net earnings for the year 
1925 of $116,016,277. 


EDUCATIONAL CAMPAIGN 
A SUCCESS 


‘‘A GREATER success than ever before,” 
is the statement of W. W. Pollock, pres- 
ident of the Missouri Bankers Associa- 
tion and head of the North Missouri 
Trust Company of Mexico, Mo., in 
speaking of the third year of the educa- 
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PENSIONS | 
Tae & eee S| 


the part of both governments 
and private business. 


_ The immense resources of life 
insurance companies, their legally 
founded financial strength, have | 
been applied to the problem of | 
pensions. | 

The Massachusetts Institute of 
Technology has recently taken an 
interesting step in this direction. 
In addition to the Retirement Fea- 
tures, the Tech plan also provides for 
Death and Disability Benefits. This 
is a special application of Group 
Insurance as written by the John 
Hancock Mutual Life Insurance 
Company. 

The plan is adaptable to the needs 
of firms and corporations and re- | 
quires only a modest appropriation 
to setitin motion. The cost is well 
within the means of both employer 
and employees. 

We shall be pleased to furnish you, 
without obligation on your part, full 
information as applied to your own 
needs. Write to Inquiry Bureau, 






Lire INSURANCE COMPANY 
oF BosTON. MassacHusetTsS 


197 CLARENDON ST., BOSTON 














tional campaign conducted by the Mis- 
souri Bankers Association for the dissem- 
ination of banking knowledge through- 
out the state. 

“While our campaign was successful 
from the very start in 1925, its influence 
and effectiveness are continuing to 
mount each year,” said Mr. Pollock. 
“This year we are better organized than 
last season, as we now have 109 county 
chairmen and 565 speakers at work.” 

When the campaign began three years 
ago, Walter B. Weisenburger, vice-pres- 
ident of the National Bank of Commerce 
in St. Louis, was appointed chairman of 
an educational committee—a position he 
continues to hold. The plan of operation 
called for division of the state’s 114 
counties into eight districts, with a chair- 
man over each. Each group chairman 
then was called upon to appoint a chair- 
man for each county in his district. The 
county chairman in turn selected as 


many speakers as he needed for his terri- 
tory. While the primary purpose is to 
carry the banking message before the 
grammar and high schools, speakers often 
are supplied to civic clubs, where the 
audiences are made up of grown persons. 





Storm O. WHALEY 


Cashier of the Bank of Sulphur 
Springs, Ark., who has been locked in 
his vault by robbers, as he says, “so 
often that I have to wear colored 
glasses when I go out in the sun, and 
am thinking about instal'ing a kitchen- 
ette there to be sure of regular meals,” 
has laid down a set of rules for held- 
up bankers. Some of his rules are as 
follows: “Bandits are always in a 
hurry. Leave the vault door so it can 
be easily closed and locked after you 
have been put in. If they find the 
door will not close, you leave them 
nothing to do but shoot you, knock 
you unconscious or take you with 
them. Keep cool, hold your hands 
high and make no motions that might 
be misunderstood; bandits work under 
an intense nervous strain. Talk quiet- 
ly to the bandits; it lessens the ten- 
sion. All the bank bandits I have 
met are young men. Don't watch mid- 
dle-aged or elderly men. Have a 
phone hidden in the vault to use after 
being locked in.” 
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Established 1837 


ADRIAN H. MULLER & SON 


55 WILLIAM STREET 


(Corner of Pine Street, New York) 


. STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 




















CHANGE IN NAME OF 
SUBSIDIARY 


THE Bank of Montreal announces that 
it has changed the name of the British 
American Bank of San Francisco, its San 
Francisco subsidiary, to the Bank of 
Montreal (San Francisco). The change 
was made so that the subsidiary might 
be definitely identified with the parent 
institution. 


CHEMICAL BANK OPENS 
NEW BRANCH 


THE Chemical National Bank of New 
York opened a new branch in the Para- 
mount building, Broadway at 44th 
street, May 2. The opening also marked 
the 103rd anniversary of the organization 
of the Chemical National. 


NEW CHICAGO BANK OPENS 


THE Congress Trust and Savings Bank 
opened for business in Chicago on April 
30. The bank is situated in the district 
adjoining the loop on the south, where 
the auditorium, the Congress Hotel and 
the new Stevens Hotel, to be opened 
soon, are located. This section had hith- 
erto been unoccupied by a bank. 

Henry S. Henschen is president of the 
new institution; Philip F. W. Peck, vice- 
president; Thor H. Erickson, cashier; and 
Oliver W. Reese, assistant cashier. 

Directors include Albert I. Appleton, 
president Appleton Electric Co.; Nor- 





man E. Bensinger, L. A. Bensinger & 
Son; Vail R. Bucklin, first vice-president 
Stewart-Warner Speedometer Corp.; Al- 
fred Cowles, capitalist and director Con- 
tinental & Commercial National Bank; 
Eugene R. Farmy, general manager Ru- 
dolph Wurlitzer Co.; Mitchell D. Fol- 
lansbee, attorney at law, director Erie 
railroad and director Metropolitan Life 
Insurance Co. of New York; Henry S. 
Henschen, president; Adolph Lindstrom, 
general contractor; Roy O. Nereim, pres- 
ident Puritan Silks Corp.; Philip F. W. 
Peck, real estate; J. A. O. Preus, W. A. 
Alexander & Co., insurance, former gov- 
ernor of Minnesota; Alexander H. Rev- 
ell, Jr., president Alexander H. Revell 
& Co.; Paul Schulze, president Paul 
Schulze Biscuit Co.; Ernest J. Stevens, 
vice-president Stevens Hotel Co., presi- 
dent La Salle Hotel Co., and director 
Central Trust Co. of Illinois; P. D. 
Swigart, president Swigart Paper Co. 


1927 
THE CORPORATION MANUAL 


Twenty-eighth Edition 


A systematic arrangement of the Statutes 
in all states affecting both Domestic and 
Foreign Business Corporations, The Uniform 
Stock Transfer Act, Blue Sky Laws, Anti- 
Trust Laws, Forms and Precedents. Strong 
Buckram binding, 2386 pages. 


United States Corporation Company 


150 Broadway, New York 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 
Banks and Trust Companies 


McARDLE & McARDLE 
ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


New York City 














COMING BANKERS’ CONVENTIONS 


ALABAMA BANKERS ASSOCIATION, 
Birmingham, May 19-21. Secretary, H. T. 
Bartlett, American Trust & Savings Bank, 
Birmingham. 

AMERICAN BANKERS  ASSOCIA- 
TION, Houston, Texas, week of Octcber 24. 
Executive manager, F. N. Shepherd, 110 East 
Forty-second street, New York City. 

AMERICAN BANKERS  ASSOCIA- 
TION, executive council, Hot Springs, Ark., 
week of May 1. Executive manager, F. N. 
Shepherd, 110 East Forty-second street, New 
York City. 

AMERICAN INSTITUTE OF BANK- 
ING, Detroit, July 11-15. 

ASSOCIATION OF RESERVE CITY 
BANKERS, Pittsburgh, Pa., May 19-21. 

CALIFORNIA BANKERS ASSOCIA- 
TION, Del Monte, May 18-21. Secretary, 
Frederick H. Colburn, 628 Mills Building, 
San Francisco. 

CANADIAN BANKERS  ASSOCIA- 
TION, Montreal, November 11. Secretary, 
Henry T. Ross, Dominion Express Building, 
Montreal, Quebec. 

COLORADO BANKERS  ASSOCIA- 
TION, Estes Park, June 24-25. Secretary, 
L. F. Scarboro, Tabor Opera House, Denver. 

DISTRICT OF COLUMBIA BANKERS 
ASSOCIATION, Hot Springs, Va., June 
9-11. Secretary, W. J. Waller, vice-presi- 
dent Federal-American National Bank, Wash- 
ington, D. C. 

FINANCIAL ADVERTISERS’ ASSO- 
CIATION, West Baden, Ind., September 12- 
15. Executive secretary, Preston E. Reed, 
231 South LaSalle street, Chicago. 

GEORGIA BANKERS’ ASSOCIATION, 
Atlanta, May 16-18. Secretary, Haynes Mc- 
Fadden, 101 Marietta street, Atlanta. 

IDAHO BANKERS ASSOCIATION, 
Hayden Lake, June 14-15. Headquarters Bo- 
zanta Tavern. Secretary, J. S. St. Clair, vice- 
president Boise City National Bank, Boise. 
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ILLINOIS BANKERS ASSOCIATION, 
Danville, June 23-24. Secretary, M. A. 
Graettinger, 208 South LaSalle street, Chi- 
cago. 

IOWA BANKERS ASSOCIATION, Des 
Moines, June 20-22. Secretary, Frank Warner, 
430 Liberty Building, Des Moines. 


KANSAS BANKERS’ ASSOCIATION, 
Manhattan, May 18-20. Headquarters, Kan- 
sas State Agricultural College. Secretary, 
W. W. Bowman, Hotel Kansan, Topeka. 


MAINE BANKERS ASSOCIATION, 
South Poland, June 18. Secretary, Edward §. 
Kennard, Rumford National Bank, Rumford. 


MARYLAND BANKERS _ ASSOCIA- 
TION, Atlantic City, N. J., May 18-19. 
Secretary, Charles Hann, secretary Merchants 
National Bank, Baltimore. 


MASSACHUSETTS SAVINGS BANKS 
ASSOCIATION, New Bedford, September 
15-17. Headquarters, New Bedford Hotel. 
Executive manager, D. S. Sylvester, 80 Fed- 
eral street, Boston, 


MICHIGAN BANKERS _ ASSOCIA- 
TION, Detroit, June 18-24. Secretary, 
Mrs. H. M. Brown, 723 Ford Building, De- 
troit. 

MINNESOTA BANKERS ASSOCIA: 
TION, St. Paul, June 8-10. Secretary, F. P. 
Fellows, 718 National Building, Minneapolis. 

MISSISSIPPI BANKERS ASSOCIA- 
TION, May 10-11. Secretary, George B. 
Power, Capital National Bank Building, 
Jackson. 

MISSOURI BANKERS ASSOCIATION, 
Joplin, May 17-18. Secretary, W. F. Keyser, 
Sedalia. 

MONTANA BANKERS _ ASSOCIA: 
TION, Helena, July 21-23. Secretary, John 
Romersa, Box 619, Kalispell. 

NATIONAL ASSOCIATION OF CRED- 
IT MEN, Louisville, Ky., June 6-10. Execu: 
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tive secretary, J. H. Tregoe, 1 Park avenue, 
New York City. 

NATIONAL FOREIGN TRADE COUN- 
CIL, Detroit, May 25-27. 

NEW MEXICO BANKERS ASSOCIA- 
TION, Deming, October 20-22. Secretary, 
M. F. Barnes, First National Bank Building, 
Albuquerque. 

NEW YORK STATE BANKERS ASSO- 
CIATION, Washington, D. C., June 6-8. 
Headquarters, the Mayflower Hotel. Secretary, 
Edward J. Gallien, 128 Broadway, New York 
City. 

NORTH DAKOTA BANKERS ASSO- 
CIATION, Jamestown, June 15-16. Head- 
quarters, Gladstone Hotel. Secretary, W. C. 
McFadden, 54 Broadway, Fargo. 

OHIO BANKERS ASSOCIATION, 
Cedarpoint, June 15-16. Secretary, S. A. 
Roach, Huntington Bank Building, Columbus. 

OKLAHOMA BANKERS ASSOCIA- 
TION, Oklahoma City, May 10-11. Head- 
quarters, Huckins Hotel. Secretary, Eugene 
P. Gum, 907-8 Colcord Building, Oklahoma 
City. 

OREGON BANKERS’ ASSOCIATION, 
Gearhart-by-the-Sea, June 3-4. Secretary, 
— Miller, 914 Porter Building, Port- 
and. 

PACIFIC COAST TRUST CONFER- 
ENCE, Portland, Ore., August 11-13. 

PENNSYLVANIA BANKERS ASSO- 
CIATION, Pittsburgh, June 8-10. Head- 
quarters, William Penn Hotel. Secretary, C. 
F. Zimmerman, First National Bank, Hunt- 
ingdon. 

SOUTH CAROLINA BANKERS ASSO- 
CIATION, Ashville, N. C., June 27-29. 
Headquarters, the Battery Park Hotel. Secre- 
tary, Henry S. Johnson, Columbia, S. C. 


ATLANTIC CITY, N.J. 


America’s Smartest 


Resort Hotel ~~» 
Famous for its Perfect 
Cuisine and Service 











Federal "remo 
Cua BONDS 


Recommended for safety and assured 
income. 

They are secured by first mortgages 
on owner-occupied homes, the best 
kind of real estate security. 

cAnd are guaranteed as to principal 
and interest by the National Surety 
Company. 

Descriptive Folder No. 19 will 

- be mailed upon request. 


R. H. ARNOLD CO. *@jije"e¢ 


120 Broadway Fiecal Agents New York City 




















SOUTH DAKOTA BANKERS ASSO- 
CIATION, Deadwood, July 1-2. Head- 
quarters, Franklin Hotel, Secretary, Geo. A. 
Starring, Huron. 

TENNESSEE BANKERS  ASSOCIA- 
TION, Chattanooga, May 12-13. Secretary, 
H. Grady Huddleston, 1015 Independent 
Life building, Nashville. 

TEXAS BANKERS ASSOCIATION, EI! 
Paso, May 10-12. Secretary, W. A. Philpott, 
Jr., Dallas. 

UTAH BANKERS ASSOCIATION, Salt 
Lake City, June 10-11. Secretary, Carl R. 
Marcusen, Price Commercial & Savings 
Bank, Price. 

VIRGINIA BANKERS ASSOCIATION, 
Virginia Beach, June 23-25. Secretary, Scott 
Irby, Kenbridge. 

WASHINGTON BANKERS ASSOCIA- 
TION, Tacoma, June 9-11. Secretary, J. W. 
Brislawn, Alaska Building, Seattle. 

WEST VIRGINIA BANKERS ASSO- 
CIATION, Clarksburg, June 1-2. Secretary, 
Joseph S. Hill, vice-president Capital City 
Bank, Charleston. 

WISCONSIN BANKERS ASSOCIA- 
TION, Madison, June 21-23. Secretary, Wall 
G. Coapman, 717 Caswell Block, Milwaukee. 

WYOMING BANKERS ASSOCIATION, 
Thermopolis, September 1. Secretary, Harry 
B. Henderson, First Joint Stock Land Bank, 
Cheyenne. 


NATIONAL SERVICE BUREAU 
MOVES 


THE National Service Bureau of New 
York, creator of bank advertising, has 
moved into new offices at 80 Jones street, 


New York. 








THE INCREASING USE OF NIGHT 
DEPOSITORY SYSTEMS 


NIGHT pePosiToRY J 





Solid bronze entrance to night deposi- 

tory, showing hinged door, which pro- 

tects the rotating cylinder from rain, 
snow, sleet and ice. 


N increasing need has developed 
during the last few years for a 


safe place of deposit for moneys 
received after the close of banking hours 
or on Sundays and holidays when access 
cannot be had to the teller’s window. 

Moving picture theaters, restaurants, 
oil stations and garages, retail stores and 
numerous other business enterprises, reg- 
ularly find themselves with considerable 
sums of money on hand in the afternoon, 
evening or Sunday, with no place to 
keep it excepting the cash till or a hiding 
place from which it may be taken by 
burglars before morning. There has also 
come an added peril from banditry so 
that anyone with money on hand is liable 
to a hold-up. 

In order to meet this condition, a new 
device has been worked out and put into 
operation by many banks. This device 
is generally known as a night depository 
and its purpose is to afford a safe place 
in which depositors can deposit their 
money when the bank is closed and leave 
it until the resumption of banking busi- 
ness makes it possible to deposit it in the 
regular way. The providing of the night 
depository has become a recognized fea- 
ture of banking service and, wherever it 
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Sectional view of the complete deposi- 

tory showing closed entrance, chute 

and night safe. In this position the 

bronze cylinder has been rotated so 

that the hole through the cylinder is 

in line with the chute leading to the 
safe. 


has been employed, the satisfaction uni 
versally expressed has strengthened the 
good will of customers and increased the 
business of the bank. 

The operation of this deposit service 1s 
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Sectional view 
(above) of bronze 
entrance showing 
customer's deposit 
bag. Cylinder is 
ready to be rotated 
by means of closing 
the outer door. 
When rotated the 
cylinder is automat- 
ically locked in the 
closed position. Key 
can only be re- 
moved when cylin- 
der is locked in 
closed position. 


simple. The cashier, or whoever is 
charged with the receipt and care of mon- 
ey in theater, restaurant or store, counts 
his bi!ls and silver; then places them in a 
stout canvas bag which he locks securely. 





ake 


IN COE DEPOSITORY | 


. 2 e 2 





Frént entrance to night depository in 

open position ready to receive the cus- 

tomer'’s deposit bag. In this position 

the solid bronze cylinder has been ro- 

tated so that the hole through cylinder 

is in a horizontal position with the 
rear end closed. 


The night sate 
showing circular 
door _ burglarproot 
s a f e surrounded 
with reintorced 
concrete. Sate may 
be located in base- 
ment or on _ first 
floor and made any 
size. 





He then proceeds to the bank. On the 
outside front wall of the banking build- 
ing there is a bronze door covering 
a revolving cylinder which he «pens 
with a special key given him for 
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the purpose by the bank. Into the 
aperture of the cylinder he places the 
canvas bag with its contents of money, 
then closes the bronze door again. A 
click tells him that not only is the door 
shut, but that the cylinder has turned 
over, entirely closing the opening and 
dropping the bag through a steel chute 
into a strong safe somewhere within the 
building. The bag lies there with others, 
securely protected all night by heavy 
steel and concrete walls. 

After the bank has opened next morn- 
ing, two tellers go to the safe ,into 
which the bag has been dropped and re- 
move the bag along with the others, 
making a record of it so that its identity 
and presence may be fully established. 
The depositor himself reaches the bank 
in the course of the day’s business and 
receives from one of the tellers his canvas 
bag, still tightly locked and with its 
money untouched. He then opens it and 
makes his deposit in the regular manner. 

Night depositories have come to be 
recognized as of inestimable value in lo- 
calities where robberies are frequent. 
Not only this; they have proved to be of 
equally great service in the most orderly 
of cities since they remove the burden of 
anxiety from the mind of the bank’s cus- 
tomers and give to the bank an oppor- 
tunity to extend its service. 

A night depository of this type is 
being made by the Herring-Hall-Marvin 
Safe Company. The entrance is a 
manganese bronze casting which may be 
placed at an accesible point on the out- 
side wall of the bank. This casting con- 
tains a rotating bronze cylinder operated 
by the opening and closing of a bronze 
drop door. The opening of the door 
brings the cylinder entrance around into 
an Open position and at the same time 
closes off the chute below. 

The shutting of the door turns the 
cylinder into a closed position. The con- 
tents of the cylinder then drop through 
a heavy steel chute into a safe at its 


lower end. The key to the drill proof 
lock which controls the door and cylinder 
cannot be removed when they are in an 
open position. 

The safe and chute are generally en- 
cased in re-inforced concrete and may 
be further safeguarded by means of 
electric burglar alarm attachments. The 
safe itself may be located either on the 
main floor or in the basement. 

The safe has a strong steel body and 
circular door, the latter being 32 inches 
thick. A special device renders it im- 
possible to withdraw anything that has 
passed through the chute and another 
automatically closes and seals the opening 
in case an attempt is made to tamper 
with the depository entrance on the out- 
side. The entire depository has been de- 
signed to. offer the greatest possible re- 
sistance to attack and to comply with the 
requirements of the insurance classifica’ 
tion. 


BUFFALO BANK MERGER 


MERGER of the Manufacturers © 
Traders Trust Company and the Peoples 
Bank, both of Buffalo, N. Y., has been 
announced. Lewis G. Harriman, presi 
dent of the former institution, will head 
the resulting bank, which is to be called 
the Manufacturers & Traders-Peoples 
Trust Company. Howard Bissell, presi- 
dent of the Peoples Bank, will be chair- 
man of the board, and E. H. Hutchinson 
and Harry T. Ramsdell, honorary chair- 
men of the new board of directors. Perry 
E. Wurst will be executive vice-president. 

The deposits of the Manufacturers & 
Traders total $91,000,000 and those of 
the Peoples Bank $29,000,000, so that 
the deposits of the new institution will 
approximate $120,000,000. 

Until a new building which is under 
construction is completed, the two bank 
buildings will be operated by the new 
company. 
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Exterior of the Elizabethport Banking Company, Elizabeth, N. J. 


ELIZABETHPORT BANKING COMPANY 
PROTECTED AGAINST BANDITRY 


ELL authenticated figures show 
that two-thirds of the total 
cost of crime, in the United 


States, consists of funds expended in the 
unsuccessful effort to capture the bandit 
or loot after the crime has been commit- 
ted. People generally are careless 
enough to wait until they have been vic- 
timized by bandits before they take steps 
to provide adequate protection for them- 
selves and their property. Banks, too, 
while maintaining the usual safeguards, 
are often lax and underrate the intelli- 
gence and system of the bank bandit. In 
fact, banks have recently been held up 
by girl bandits—a fact which shows that 
they are considered “easy marks,” even 
by amateurs. 

There is said to be a nationally or- 
ganized master organization in control 
of bank banditry, and a study of some 
15,090 newspaper clippings referring to 


banditry in general, and with particular 
reference to bank banditry, reflects the 
same subtle intelligence and the same 
system of “finding,” “hold-up” and “get- 
away” wherever bank robberies are re- 
ported. 

The bank bandit works by a definite 
schedule, is undoubtedly routed for a 
month or so ahead, and completely de- 
tailed instructions enable him to main- 
tain the advantage of the “surprise” ele- 
ment. On his side is the nerve-freezing 
effect of guns suddenly drawn, the ele- 
ment of trafic congestion and, perhaps 
most important of all from his point of 
view, the milling crowds of curious citi- 
zens who assist materially in covering his 
“getaway.” 

Probably every banker who reads this 
article has said to himself on numerous 
occasions that “an ounce of prevention is 
worth a pound of cure,” or used the ex- 
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Lobby of Elizabethport Banking Company. Arrow in upper background 

indicates observation window and firing apertures in bullet proof steel 

compartment on mezzanine floor in rear of bank. Any part of lobby can 
be instantly brought under fire by guard in cage. 


pression, “locking the door after the 
horse is stolen.” Some of them have 
done more. 

With the idea, coined by Iowa 
banks in a campaign to eliminate, or 
lessen, bank banditry, that “the crook 
never tackles the protected job,” some 
banking institutions have taken a step 
forward toward providing adequate pro- 
tection against bank bandits. A num- 
ber of devices have been put on the 
market for this purpose. Some of them 


have been useless, others partially ef- 
ficient, still others more effective. 
Charles D. Doctor, president of the 
Elizabethport Banking Company of 
Elizabeth, N. J., is one of the bankers 
who has realized the necessity of ad- 
ditional protection against hold-ups, 
who has recognized the intelligence with 
which hold-ups are planned and ex- 
ecuted, and the need for intelligence to 
cope with it. After careful consultation 
with police officials and criminologists, 
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he consulted with his architects, 
Mowbray & Uffinger, bank specialists 
of New York, and J. J. de Boves, 


crime prevention engineer, with the re- 











Interior of cage showing guard at 
observation port in position to fire 
through aperture. 


sult that the Bovite “Pill Box’ was in- 
stalled in the building of the Elizabeth- 
port Banking Company. 

The “Pill Box” is, in reality, a steel 
cage built into the wall of the banking 
room and so concealed that it is not 
noticeable to anyone entering the bank. 
It is bullet proof. In the steel box is an 
armed guard who, from his elevated posi- 
tion, is able to cover with his rifle any- 


one entering the banking room ‘Thus 
the bank, with its guard on Juty, is fully 
protected at all times against attempted 
hold-ups. 

After the “Pill Box” had been installed 
an official test of it and at the same 
time a bullet proof vest, a bank siren, 
and other protective equipment, was 
held. 

The following quotation from a letter 
by Mr. Doctor to the American Armor 
Company tells of the efficiency of the 
equipment as proven by this test: 


“Dear sir: 

“In the demonstration held March 19, 
I was deeply gratified and somewhat 
surprised to know that the steel turret 
which you installed in this bank a short 
time ago would stand up against the reg- 
ulation army rifle, which was used here 





CuHar_Les D. Doctor 


President Elizabethport Banking 
Company. 


in the demonstration, which showed its 
effectiveness. 

“I am sure anyone who attempted to 
hold up the Elizabethport Banking Com- 
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pany would get a warm reception from 
the guard stationed in the turret. 

“The exhibition given of your bullet 
proof vest was most interesting. 

“It plainly showed that the Mauser 
pistol, which you used in your demon- 
stration, was ineffective against the bul- 
let proof vest. 

“I am quite sure that the more pub- 
licity given to this demonstration, the 
more will criminals be deterred from 
making any attack on this institution. 

“Very truly yours, 


“CHARLES D. Doctor, 
**President.” 


Witnesses of the test included bankers, 
business men, police officials and people 
of the various professions interested in 
bank protection against banditry. They 
were Mr. Doctor and officers and mem- 
bers of the board of directors of the 
Elizabethport Banking Company; M. 
J. Mulcahy, chief of police of Elizabeth, 
and Captains Ohrenberger and Brennan; 
members of the police commission of 
Elizabeth; bankers and business men of 
the community; and K. R. Holmes, Eliz- 
abeth representative of the Bankers 
Electric Protective Association. 

Mr. Doctor was born in Surrey, Eng- 
land, September 5, 1865. He came to 
this country early in life and at the age 
of 20 joined the Tradesmen’s National 
Bank of New York. There he advanced 
from runner to receiving teller and 
thence to assistant paying teller. He left 
the Tradesmen’s National in 1898 and 
entered the employ of the Bank of the 
Manhattan Company, New York, as 
check clerk. He remained there until 
1900, when he went to the Elizabeth- 
port Banking Company as cashier. 

In 1918 he was elected vice-president 
of the Elizabethport Banking Company 
and two years later he was chosen presi- 
dent of the institution. 

When Mr. Doctor took the position 
of cashier of the Elizabethport Banking 
Company, the bank had a capital of 
$50,000 and total resources of $355,000. 


The institution has grown under his 
leadership until the statement of 
March 23, 1927, shows capital of $250, 
000 and total resources of $7,318,395. 

Officers of the bank are: Mr. Doctor, 
president; Robert J. McCulloch and 
John P. Weber, vice-presidents; Thomas 
A. Simons, cashier; A. C. Husbands. 
assistant cashier and trust officer; Charles 
H. Morton, assistant cashier; and S. W. 
Eldridge, counsel. 

Directors are: William Clifford, 
Charles D. Doctor, Edward S. Hersh, 
James J. Higgins, George W. Horre, 
Julian H. Kean, Robert J. McCulloch, 
Louis Quien, George Seeber, Frank R 
Wallace and John P. Weber. 


SOUTH CAROLINA MERGER 


THE South Carolina National Bank, 
Charleston, has recently taken over the 
American Bank & Trust Co., of Green- 
ville, S. C., and made it a branch so 
that the South Carolina National now 
has the state well covered, with branches 
in Columbia and Greenville, besides 
those in the city of Charleston. The 
March 23 statement of the bank showed 
total deposits of more than $22,500,000, 
with capital, surplus and profits of $2,- 
150,000, and cash in vaults and due 
from banks, $4,794,500. The total as- 
sets were nearly $28,000,000. 

The bank is operating under the char- 
ter of the Bank of Charleston, with 
which it was merged and which, when it 
was organized in 1834 to take over the 
branch of the Second Bank of the United 
States, then in liquidation, received sub- 
scriptions to its stock totaling $80,000, 
000, with $20,000,000 paid in in cash, 
though the proposed capital was only 
$2,000,000. Such was the confidence of 
the public, since shown in many ways. 

It is the only bank south of Richmond, 
in operation before the Civil War, 
which has redeemed its pre-war bank 
notes, and these are still being redeemed 
when presented. 

















BANCO DI SICILIA ACQUIRES NEW 
BANKING INSTITUTION 


of which is at Palermo, Italy, has 

recently bought a controlling in- 
terest in the Security State Bank of 
Brooklyn, N. Y., which it plans to merge 
with the Banco di Sicilia Trust Company 
of New York, which was organized by 
the Banco di Sicilia in 1925. Italo 
Palermo, now head of the Banco di 
Sicilia Trust Company, will head the re- 
culting institution and Pietro Dinnella, 
now president of the Security Bank, will 
become one of the vice-presidents. 

The Banco di Sicilia is one of Italy's 
oldest banks and has branches all over 
Italy. It is not a shareholders’ institu- 
tion, not being owned by stockholders, 
but is a foundation and therefore has no 
private interests to care for. Its two af- 
filiations in the United States, the Banco 
di Sicilia Trust Company and the Se- 
curity State Bank, are independent units 
and thus keep and invest all of their re- 
sources in the United States, in accord- 
ance with the best American banking 
practice and with a view to giving all 
classes of American citizens of Italian 
extraction and Italians living in this 
country the service of an up-to-date and 
sound banking institution. 

As a matter of fact many Italians in 
the United States hesitate to approach 
the large American banks because of 
their limited knowledge of the English 
language. These people must be grad- 
ually educated to appreciate the advan- 
tages of having banking relations and, 
from this point of view, the task that the 
Banco di Sicilia Trust Company is ac- 
complishing is of importance nationally. 

In addition, the Banco di Sicilia Trust 
Company is already one of the most ac- 
tive factors in the commercial and bank- 
ing relations between Europe and 
America. It has a net-work of connec- 
tions, not only in Italy, but all over 
Europe so that it is in a position to 
sive the best service in every line of 
banking activity. 

The Banco di Sicilia Trust Company 


Ts Banco di Sicilia, the head office 


has a capital of $600,000, surplus of 
$125,000 and undivided profits of $151,- 
000. The institution is now contem- 
plating an increase of capital to $1,000,- 
000 and of surplus to $500,000. 

The institution was organized April 
29, 1925, and on December 31 of the 
same year its total resources amounted 
to $2,728,276 and deposits to $2,179,641. 
In February, 1926, when Mr. Palermo 
became acting president, the surplus of 





IGNAZIO MORMINO 


President and general manager the 

Banco di Palermo, Italy, which con- 

trols the Banco di Sicilia Trust Com- 
pany, New York. 


the institution was $75,000. Under his 
management the company made rapid 
growth and nine months later, on De- 
cember 31, 1926, the bank, besides its 
statutory surplus of $125,000, had $100,- 
000 undivided profits, $7,604,583 in total 
resources and $6,489,504 in deposits. 

The last statement, that of March 23, 
1927, showed total resources of $8,034,- 
224, deposits of $6,845,248 and undi- 
vided profits of $120,629. 


Mr. Palermo was born in Rome, 
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Banco di Sicilia 
TRUST COMPANY 


487 BROADWAY, NEW YORK CITY 


Established Apri] 29, 1925. 


CONDENSED STATEMENT 
MARCH 23, 1927 














RESOURCES LIABILITIES 
U. S. Government and fo es 5 138.00000 $ 600,000.00 
a NG icininnniasil 25,000. 
Other Bonds -n---ncoonccowe $2,435,737.55 Undivided Profits 120,629.60 245,629.60 
Loans and Discounts................ 3,280,074.60 Deposits: 
Due from Bankg............0..-c.-0...- 1,858,809.01 ~ o- a ee 
+r ndividuals.... 6,214,809.25 
A ceteeniestimreientiernmernecnia 66,758.39 Due to Banks 630,439.25 6,845,248.50 
Other Resources............... 113,572.16 ssveteareiamataadaat 
Customers’ Liability under RESEPVEB  q......-.-+---.0-00 58,610.83 
CECE TAADINCICB .2.1.--<c0cece.200200020 7,493.58 


Acceptances and Letters of 
GEL. sseculecclamsiiinaseseetiaankdouiacias 277,242.39 





Acceptances and Letter 
Credit 





$8,034,224.90 $8,034,224.90 





Security State Bank 


FULTON STREET & ROCKAWAY AVE., BROOKLYN, N. Y. 
Established December 5, 1925. 


CONDENSED STATEMENT 
MARCH 23, 1927 





RESOURCES 


U. S. Government and 

Other Bonds uti | Seen 
Loans and Discounts................-. 612,581.01 
a 117,320.52 
III.“ iasiisciasalelaincuabbisedabiaiaiedabiiielaieabegiiiaas 36,422.05 
Other Resources . 62,818.98 


Customers’ Liability under 


Acceptances and Letters of 
148,475.25 


$1,929,541.39 


Credit 





The BANCO DI 


LIABILITIES 


Capital 


Surplus $ 50,000.00 








Undivided Profits 20,403.96 
Deposits: 
Due to 
Individuals $1,587,844.08 
Due to Banks.. 


TOD vcceinntesisttansecvniitenvisniaiiniict 
Other Liabilities ........................ 
Acceptances and Letters 

RS Sen ean Serene 








$ 100,000.00 


70,403.96 


99 


50 
46 


148,475.25 


$1,929,541.39 


SICILIA TRUST COMPANY, New York, and the SECURITY 


STATE 


BANK, Brooklyn, through their affiliation with the BANCO DI SICILIA, head office, 
Palermo, one of the oldest Italian Banks with branches all over Italy, are in a position to 
supply unexcelled facilities and service to banks, firms and individuals in their business 


transactions with Italy. 
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Banco di Sicilia 


Palermo, Italy 


Established 1844 


Ignazio Mormino, Director General 


CONSOLIDATED STATEMENT 
DECEMBER 31, 1926 


RESOURCES 
ae et eae Lire 127,783,936.13 
Loans and Discounts 2.0...0.....1.2.:.:::::0::00000s0000000 *  917,067,328.69 
Due from Banks and Bankers ................. *  134,073,302.69 
SEERA TN *  418,435,057.98 
All Other Resources 200.0000... “278,897 398.67 
Securities deposited oes ** 1,696,957,297.22 





Lire 3,573,214,321.84 


LIABILITIES 
Capital and Reserve 0c Lire 366,951,231.61 
Undivided Profite 0.2. a 94,585,163.66 
Deposits and Current Accounts ................. * 1,075,128,934.28 
CN TLL * 339,591 ,694.07 
Securities deposited, Contra _.................... ** 1,696,957 ,297.22 





Lire 3,573,214,321.84 
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Officers of the Banco di Sicilia Trust Company of New York include, left to right: 
Joseph Lodato, vice-president; Italo Palermo, president; and Luigi Scala, vice-president. 


Italy, in 1887 and is, therefore, one of 
the youngest bank presidents in the 
United States. 

Other officers include Luigi Scala, 
vice-president and manager of the for- 
eign department; Joseph Lodato, vice- 
president and secretary; Frederik Ge- 
rard, treasurer; B. Ingegnieros, assistant 
vice-president; Anthony Di Marco, assist- 
ant secretary; Louis Freiman, assistant 
treasurer. 

Mr. Scala was formerly connected 
with the Industrial Trust Company of 
Providence, R. I., and was a vice-presi- 
dent of the Highland Trust Company of 
Jersey City. Mr. Lodato is well known 
in New York’s commercial world, 
where he received his banking training. 

The board of directors of the Banco 
di Sicilia Trust Company consists of the 
following: 

Joseph Di Giorgio, chairman; S. 
Badami, Louis Costa, L. Facchetti- 
Guiglia, John J. Freschi, Stephen 


Guardino, Joseph Lodato, Italo Palermo, 
Francis Romeo. 

The remarkable growth of the institu- 
tion is of interest since it is due both 


to the leadership of its president, the ex- 
perience of its officers and directors as 
well as to the standing and reputation of 
its parent bank, the Banco di Sicilia, of 
which Dr. Ignazio Mormino is manager. 

The statement of the parent institution, 
as of December 31, 1926, shows total re- 
sources of Lire 3,573,214,320, capital 
and reserve of Lire 366,951,231, undi- 
vided profits of Lire 94,585,163 and de- 
posits and current accounts of Lire 1, 
075,128,934. 


NEWARK & ESSEX OPENS 
FIRST BRANCH 


THE National Newark & Essex Banking 
Company, Newark, N. J., has opened 
its first branch in temporary quarters 
at 165 Ferry street. A new building for 
the office is being erected at the corner 
of Ferry and Van Buren streets. Since 
the branch is located in the Ironbound 
section of Newark the new branch is 
called the Ironbound Branch. 

This is the first branch opened in New- 
ark under the McFadden Act. 
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THE NETHERLANDS TRADING SOCIETY 


established in 1824, has carried on 
business for more than a century. 
The company owes its foundation to the 
personal efforts of King William I, who 
wished to re-establish the Dutch over- 
sea trade which was in need of revival. 

The king did not confine himself to 
this, for he also participated financially 
for a large sum and even guaranteed the 
shareholders a dividend of 4 per cent. 
from his private means. 

The capital was originally fixed at 
37,000,000 guilders, and at present it 
amounts to 100,000,000 guilders, 80,- 
000,000 of which have been paid up. 
The steadily growing reserves now ex- 
ceed 40,000,000 guilders, whereas de- 
posits and current accounts approach a 
total of 400,000,000 guilders. 

Under its articles of association the 
society was entrusted not merely with a 
private task but also with a national 

le, as it was called upon to devote its 
full energies to the extension of trade, 
industry and shipping of the Nether- 
lands and its colonies, including the 


Ts Netherlands Trading Society, 


study of everything which might pro- 
mote the country’s welfare. Its assist- 
ance in organizing profitable enterprises, 
founding new companies, and issuing 
loans is duly appreciated, as is proved 
by its connections in the commercial, 
industrial and shipping world. 

The first years of the society's activity, 
in which commercial ties were made not 
only with the Dutch East and West 
Indies but also with South American 
ports, the Levant, Egypt and China, 
were very difficult and the royal guaran- 
tor had more than once to pay the share- 
holders the guaranteed dividend of 4 per 
cent. The capital subsequently was re- 
duced to 24,000,000 guilders, the society 
buying its own shares below par. The 
operations of the society were also re- 
stricted to trade with the Dutch East 
Indies. This trade, however, had not 
yet recovered from the depression from 
which it suffered under Napoleonic rule, 
which was overthrown in 1813. Only 
since the year 1830, principally owing 
to the introduction of a system of colo- 
nial agriculture which made the govern- 
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President's room. 


lands Trading Society. The fact that all 
government produce was consigned to the 
society for sale in Holland and that the 
society also acted as money-lender to the 
government, contributed largely to its 
further development. 


CLOSE CONNECTION WITH GOVERNMENT 


The close connection between the 
home and colonial governments and the 
society gave it a standing in Holland 
and abroad that placed it at the top of 
all Dutch financial, colonial and over- 
seas Institutions. 

Owing to the changes which since 
were made in the agricultural organiza- 
tion mentioned above, in consequence of 
which the activity of the government 
gradually diminished while the planta- 
tion business was more and more left to 
private initiative, the sale of government 
produce has during the latter years been 
considerably reduced and is at present 
10 longer of great importance as com- 
ared with the other lines of the society's 


‘ness. 


TU 3 


The society has meanwhile shown 
great activity in plantation and banking 
business. Apart from this, an extensive 
trade in produce for the society's own 
account developed during this period. 
This was stopped about 1880 on account 
of the further development of the bank- 
ing business. 

In the Dutch East Indies, however, the 
Netherlands Trading Society has still ex- 
tensive connections with agricultural en- 
terprises. It has several sugar mills of 
its own, holds a number of sugar plan- 
tations in combination with others and 
participates in a great number of other 
enterprises and companies in the Far 
East. For all these and for others the 
society sells products and acts as banker, 
supporting in this way to a high degree 
the export trade of the Dutch East 
Indies. 

The company also finances a large por- 
tion of the import trade of the Dutch 
colonies and all these activities have led 
to the establishment of a large number of 
branches in the Dutch colonies. More- 


over, branches carrying on banking busi- 
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ness principally have been established in 
China, Japan, the Straits Settlements and 
British India. It is worthy of mention 
that the Shanghai agency of the company 
puts its own bank notes into circulation. 

The Netherlands Trading Society not 
only acts as a financial institution operat- 
ing in the Far East, but is also engaged 
in banking business of every description 
in Europe. The latter development has 
shown great progress during the last 
decades. In this connection might be 
mentioned its participation, together 
with other large Dutch and foreign in- 
stitutions, in the recently established 
Nederlandsche Accept Maatschappij, In- 
ternationale Crediet Compagnie and 
Wolbank (Wool Finance Corporation) 
which carry on a special international 
banking business and in which the society 
now has a leading position. 


NEW BUILDING NECESSARY 


Needless to say, the building in which 
the company had so far carried on its 
activities proved inadequate for the re- 
quirements of its extensive enterprise 
and it became necessary to acquire a 
building more worthy of the standing 
of the company and of its growing needs. 
The inserted pictures show the monu- 
mental building that has been erected in 
the center of Amsterdam in which the 
head office of the company is at present 
established. It is the creation of one of 
the most eminent modern Dutch archi- 
tects, the late De Bazel. External archi- 
tectural beauty has been happily com- 
bined with most practical equipment, 
the building internally comprising all 
that is most modern in up-to-date meth- 
ods, the latest appliances and time-saving 
devices having been introduced. 

In 1920 the first work on the founda- 
tion was started and in October, 1926, 
the opening of the building took place. 

The construction of the building is in 
principal as follows: 

The main entrance situated at the 
front of the building, in the center, leads 
by way of two wide staircases to the 
large hall on the main floor where the 


cash and securities departments are lo 
cated, surrounded by railings of marble 
Bois Jourdan. Many pay-windows are to 
be found here, also conversation and 
waiting rooms. Here and on the floors 
above the departments for domestic and 
foreign banking, for colonial banking, 
for the East Indian cultivation and In- 
dian produce trade are situated. The 
higher situated floors of the building 
have been allocated to the departments 
not directly connected with the public— 
the bookkeeping department, archives, 
mail department, etc. 

Around the two skylights, each 20 x 
93 feet, lying longitudinally with the 
building, are the corridors connecting 
rooms and offices. From the main stair- 
case the public has access to the various 
departments by means of these  corri- 
dors. 

Two elevators for the service of the 
public run from the safe deposit vault 
to the upper floors. Communicating 
with the safe deposit vault is a vault for 
storing safes and an additional number 
of small vaults to be rented separately. 
They have all been built in the most 
modern way. 

The floors, walls and columns are faced 
with Venetian glass tiles in various 
colors. The ceiling and walls are deco- 
rated with ornamental painting. 

In the cellar floors the engine rooms 
are located. Seven boilers heat and sup- 
ply warm water for the offices, vaults 
and kitchen. The building is provided 
with an installation for ventilation by 
supplies of heated and cooled air. The 
ventilators have a capacity of 150,000 
cubic metres per hour. 

The electrical installations are connect- 
ed with the alternating current system 
of the “City Electrical Works” but in 
the event of a stoppage of this supply 
an oil motor is ready to make up the 
lighting for the whole building. 

The elevators for the use of employes 
and for private and storeroom use are 
situated in the wings of the building. 
Behind the employes’ staircases on the 
various floors and landings are the toilets 
for the employes. 
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On the second floor is the employes’ 
lunchroom, with room for more than 200 
persons. 

The floors and woodwork of the di- 
rectors’ rooms and assembly halls are 
done in mahogany. Persian hand- 
buttoned rugs adorn the floors. The 
whole gives a dignified but simple impres- 
sion. Finally it should be mentioned 
that the assembly-hall of the old build- 
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The United States National Bank of Denver, Colo., has solved the problem of 


ing, with which special recollections are 
associated, was transferred to the new 
building in its entirety, including the 
existing woodwork and furniture. 

Since the ground in Amsterdam is not 
fit to support any building unless forti- 
fied by poles, 5000 poles, each having a 
length of 33 feet, were driven into the 
ground prior to the actual beginning of 
the building operations. 





installing a display window in a bank building whose present windows have high 
sills, as shown above. The exterior of the window is of cast metal and glass and 
the interior of walnut. 





FORTY-story skyscraper, covering 
an entire block, is soon to be 


erected by the Union Trust 
Company of Detroit. Plans for the new 
building are being prepared by Smith, 
Hinchman and Grylls and Donaldson 
and Meier. It will extend along the 
east side of Griswold street from Con- 
gress to Larned street, on a lot 80 by 
270 feet, and will be known as the Union 
Trust building. 

The new Union Trust building will 
occupy the full ground dimensions of 
its site, up to the eighth floor, where a 
setback of twelve feet is provided, 
throughout the middle section, both east 
and west sides. This arrangement makes 
for better lighting, as well as for econ- 
omy and improvement of floor space. 
Above the setback, the walls will rise ver- 
tically to the base of the thirty-second 
floor, where a second setback occurs. A 
single floor is located above this setback, 
running the entire length of the build- 
ing, and housing special facilities for the 
personnel of the Union Trust Company. 
The north end of the building will be 
crowned by a square tower, rising 
through the fortieth story. Present 
plans call for an observation chamber 
on this top story, which will command a 
sweeping view of the city, the river and 
contiguous territory. 

The three basements and the first four- 
teen stories of the new Union Trust 
building will be occupied from the outset 
by the Union Trust Company itself, the 
remainder, with the exception of the 
thirty-second floor, being leased to ten- 
ants. A large part of this space has al- 
ready been reserved. The plans call for 
separate elevator facilities for the Union 
Trust Company and the tenant firms, 
the arrangement being designed to pro- 
mote the best interests of both groups. 

Upon entering the lobby through the 
main. or Griswold street entrance— 
which will be three and one-half stories 
high, and deeply recessed—the visitor 
will find himself in a spacious lobby, as 
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UNION TRUST OF DETROIT TO BUILD NEW 
FORTY-STORY HOME 


high as the entrance. Ahead of him, 
directly opposite this entrance, are two 
elevator halls in which local and express 
elevators operate for the convenience of 
the building’s tenants. At his left is the 
second entrance, opening from Congress 
street, and at the right are three massive 
stairways. The central staircase leads 
downward one-third of a story, into the 
land contract department, while the 
staircases at right and left lead upward, 
converging above the middle stairway 
and leading into the main banking 
room, two-thirds of a flight above the 
lobby. A vista of 250 feet, commanding 
the full length of both these large rooms, 
may be had from the lobby. 

The main banking room, decorated 
with mural paintings depicting the his 
tory of Detroit, will be one of the most 
striking features of the building. It will 
be 70 feet wide, 152 feet long. and 45 
feet high, with a great vaulted ceiling. 
Ample lighting will be provided by high 
windows on both sides. 

Three basements under the land con- 
tract department will house the vaults 
and general storage facilities for the 
building. The first basement, one flight 
below the land contract department. wil! 
be devoted to security, trunk and silver, 
and safety deposit vaults, as well as a late 
deposit section; the second basement will 
house record vaults; and the third the 
mechanical equipment and the mainte- 
nance organization. Heat will be brought 
in from outside the building. 

The offices of the Union Trust Com- 
pany, above the main banking floor, will 
be reached by elevators entirely separate 
from those which serve the building's 
tenants. These elevators will ascend 
from various points in the main banking 
room itself, and their shafts will rise to 
the thirty-second floor, furnishing con- 
nection with the company’s facilities 
there, and anticipating further expan- 
sion of the company above the four 
teenth floor. 

The thirty-second floor has been re- 
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served by the Union Trust Compary as 
a dining room, auditorium, and recrea- 
tion place for its employes. The tower 
will be leased to tenants, under present 
plans, its sweeping prospect of land and 
water on four sides making it outstand- 
ingly desirable for office purposes. 

The Union Trust Company is the 
oldest firm of its sort in Detroit. In its 


present title, it succeeds the Fidelity 
Loan and Trust Company, the name 
hav.ng been changed in 1891. The late 
D. M. Ferry, famous throughout the 
country as a seed grower, was its presi- 
dent. Business was transacted in a small 
banking house at 27 West Larned street. 

Frank W. Blair, now president of the 
Union Trust Company, assumed that of- 





























Architect's drawing of the new building of the Union Trust Company of Detroit. 


